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MASS LEISURE 


Edited by Eric Larrabee 
and Rolf Meyersohn 


One of the most eagerly-awaited events of the publishing season is the appear- 
ance, on December |7, of MASS LEISURE, the provocative companion to the 
best-selling MASS CULTURE. New Leader readers can get MASS LEISURE 
before publication, as a result of this exclusive offer. MASS LEISURE, written 
by world-famous experts, deals with such provocative subjects as "The-Do-It- 
Yourself Market," "Sex as Play," "The Pathology of Boredom," "The Spread 
of Reading," and "The Emergence of Fun Morality." Read Bertrand Russell 
"In Praise of Idleness''"—David Riesman on "Work and Leisure in Post-Industrial 
Society""—Eric Larrabee on "What's Happening to Hobbies." Consult Rolf 
Meyersohn's ‘Comprehensive Bibliography on Leisure, 1900-1958," the first 
complete listing of its kind ever assembled. Inspect the fascinating charts and 
tables which reveal—for the first time under one set of covers—what the 
American people do with their spare time. All of these features and more can 
be yours before publication. Form your own opinions, and discuss the book 
with your friends, before MASS LEISURE becomes the subject of intensive 
critical scrutiny by high-brows and low-brows from coast to coast. By ordering 
now (see the opposite page for full explanation of this exclusive offer), you 
and your friends can read and judge one of the year's most exciting books 
before the big rush starts at the bookstores. 
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$12 GIFT FOR $6! 


HIS BOOK + A YEAR'S SUBSCRIPTION 


HERE'S HOW: By giving a friend a one-year subscription to The New Leader 
($6), you can get MASS LEISURE—a $6 book—absolutely FREE. Or, if you want 
to double up on your Christmas shopping, you can give one friend the New 
Leader subscription and another friend MASS LEISURE—for the same $6. In 
fact, we'll send out as many as six gifts—three New Leader subscriptions and 
three copies of MASS LEISURE, at a total cost of $18—if you use the form 


below. (If you want more, use a separate sheet of paper.) The disposition of the 





books is entirely up to you, but The New Leader is available at this low rate 
for new subscribers only: No Renewals. We'll take care of all postage and hand- 


ling, and we'll send attractive Christmas Gift Cards in your name to all the ladies 








) and gentlemen you designate to receive The New Leader and/or MASS LEISURE. 
Our supply of this important book is limited, so act now to reserve your copies. 
There are only 38 days left till Christmas! 
IMPORTANT: Only this coupon can be used to take advantage of this exceptional offer. 
) There will be no subsequent direct mailing. The offer is limited to the United States and 
Canada; renewals are excluded; offer expires midnight, December 23, 1958. 
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THe Worwp’s youngest nation is Guinea, a state about the 
size of Oregon which is loc ated on the west coast of Africa 
ind has about 2.6 million inhabitants. It was Guinea—vou 
will reeall—-that. alone among France's colonial possessions. 
voted No to the De 
of September 28. and thus achieved independence. 

Next week’s New Leaver will contain the first authoritative 


Gaulle Constitution in the referendum 


(American 
Africa for 
several years. He is John \. Marcum. assistant professor ot 


report from the new Republic of Guinea by an 
scholar who has been doing research on French 
political science at Colgate and a former Fulbright schola 
in France, who is now working under a grant from the Ford 
Foundation. Professor Marcum not only provides a survey of 
politics and economics. but deseribes his inter- 
Sékou 
the last French Governor. Jean Risterucci: and other 


(-ulnean 


views with the new republic’s leader. nationalist 
Touré: 
prominent figures in Guinea. He examines Guinea’s chances 
for survival without French economic aid: discusses the 
charge that some of the Guinean nationalist leaders may be 
under Communist influence: and analyzes the effects of 
(uinean independence on the African states that elected to 
remain within the French Community. 

Among the interesting new facts presented by Professor 
Marcum is the revelation by Sékou Touré that he plans to 
work for federation with neighboring Ghana and Liberia 
both English-speaking—and that English will soon replace 
French in Guinea’s public schools. In addition to such fae- 
Marcum has taken unusual 


tual information. Professor 









photographs of Guinea. which will accompany his 
Book Premium: On the two pages preceding this , 
is a description of our Christmas Book Premium Off 


h books as | 


Riesman’s Individualism Reconsidered, Hugh Seton-Was 
From Lenin to Malenkov and Five 
via, which have well stood the test of time. We think 


1958. In vears gone by. we've offered suc 


Leisure, which is this vear’s premium, belongs in the, 


category. But this year we are really one up on pr 


seasons. for we are offering vou Mass Leisure before 
cation. (Publication date is December 17.) Thus you a 
vour friends. if you order quickly, will be able to dis 
the book before and after the reviews appear 

Lest there be any misunderstanding. you can (| 
as many copies of Mass Leisure as you want 


you pay for one New Leaper subscription for each book, ; 
keep them ; 
have them sent to your subscription-designates, have thy 


(2) do anything vou like with the books 


sent to other friends. or divide them among these alternat . 


in whatever combination vou see fit. The one thing vou 


do is renew your own subscription and expect a free, 
of the book. By most systems of accounting. we take a: 


stantial loss on this premium offer (you would. too, g 
$12 values for $6) : 


new readers. The calculated risk we take is that the m 


majority of these new readers you provide us by accept 


the Christmas Offer will ultimatels 
scriptions again and again. 





EDITORIAL BOARD 

Editor: William E. Bohn. & 
ecutive editor: S. M. Levitas. 
Managing editor: Anatole 
Shub. Associate editors: Myron 
Kolatch, Gunther Stuhlmann. Contributing book editor: 
Robert Gorham Davis. Literary associate: Mary V. 
Greene. Promotion manager: Peter Jacobsohn. Drama 
critic: Joseph T. Shipley. Regular contributors: William 
Henry Chamberlin, Leslie A. Fiedler, Sidney Hook, 
Reinhold Niebuhr, Diana Trilling. 


th MEW 


Leader 





CORRESPONDENTS 
Washington: Tris Coffin. Atlanta: Charles O. Lerche 
Jr. Boston: Wiley Mitchell. Chicago: Irving Pflaum. 


Boulder: William Petersen. Dallas: Bicknell Eubanks. 
Detroit: Brendan Sexton. Minneapolis: Sam Romer. 
New Orleans: Foust Richards. 


Los Angeles: Frank 
Mankiewicz. 

Mexico City: Victor Alba, Daniel James, Buenos 
Aires: Juan Antonio Solari. Latin America: Robert J. 
Alexander, Serafino Romualdi. London: T. R, Fyvel, 
Denis Healey MP, G. F. Hudson, Walter Z. Laqueur. 
Paris: Sal Tas, George B. Boswell. Rome: Sigfrido 
Ciccotti, Silvio F. Senigallia. Madrid: Richard Scott 
Mowrer. Bonn: F. R. Allemann, Berlin: Melvin J. Lasky, 


The 


\ Plea for Religious Tolerance: 
The Man Within: max cosman +] 
18 Bout whet 


Graham Greene 
The Shaping of America: HANS KOHN 


Teen-Age 
Music: 


Dear Editor 


The Senate Report on General Motors: HARLAN FISK 
Education in Japan: sIpNEY HOOK 

National Reports: 
NATO 
Where the News Ends: WILLIAM HENRY CHAMBERLIN 15 


HENRY M 


Under Fire: DENIS HEALEY 3 


Writers and Writing 


MILTON BR. KONITTZ 


Protos sy Wine Wort 


Signed contributions do not necessarily represent the views of The New Leader 
We welcome a variety of opinions consistent with our democratic policy. 


Vovels by {lherta V 


as long 


and the only reason we do so is tog 


renew their own ¢ 


MONDAY, NOVEMBER 24, 1958 


CHRISTMAN 12 


HUGI 
A hea 
picture di 
the Senat 
" report 
the auto 1 
the repor 
by its m 
Federal ¢ 
suppliers. 
and sets 
oncern. 
well-pract 
picture W 


lican mer 
ins’ E 
whose p 


Senate m 
contested 





Georze A 
ford Case 


The ( 


14 mendatio 


ment inv 


Biography: DELANCEY FERGUSON iM - 
HIBBARD JAMES no #° the P 
JOSEPH T. SHIPLEY 2) By the in’ 

28 In the 

Ppattern f. 

U.S. and Latin America’s Economy: w. s. WoYTINSKY Section Two 4 indi 
very 7 


price poli 
on the ' 


ong gi 


Tae New Leaver: Published weekly (except July and August: semi-monthly) by = pg chair 
American Labor Conference on International Affairs, Inc. Publication Office: 34 N. Cry 


Harold Hurwitz. Vienna: Friedrich Katscher, Stockholm: 
Laszlo Hamori. Jerusalem: A. V. Sherman. New Delhi: 
G. S. Bhargava. Bombay: S. R. Mohan Das. Tokyo: 
Takeo Naoi. Singapore: Vernon Bartlett. Sydney: Richard 
Krygier. East Asia: Richard Deverall, Edward Hunter. 





office.) 


Indexed in the Public Affairs Information Service. Price this issue: 25 cents. 


at East Stroudsburg, Pa., May 9, 1950. 





Street, East Stroudsburg, Pa. Editorial and executive office: 7 E. 15th Street, New 15 
N. Y. Telephone: AL gunquin 5-8844. (Postmaster: If undelivered, send form 3579 to “ 
National newsstand distributors: Eastern News Company, New York 14, N. Y. 
Subscripties 


ad 


$6 a year, Canudian $7, foreign $8. Entered as second-class matter in post office 


ect of s 
n the a 
onomy 
ommitt 
Mefauver 











VOLUME XLI, NUMBER 43 


The Neu Leader 





iovemb, 





WASHINGTON 


n (] HUGE. blind. unchained. multi- 
] ° 
as long headed monster—that is the 


t! 
h book ° . 
sicture drawn of General Motors by 


“p then aie : : ‘ 
have the me Senate Anti-Trust Committee in 
alternat \. report on administered prices in 


ng vou cm) the auto industry. GM. according to 
a Tree wlthe report, can stagger the economy 
pe: ". [by its missteps: it overcharges the 
federal Government, eats up small 


~ is tf 
is Ww 


at the gepsuppliers, practices wholesale usury. 































Vv accepting and sets prices with little. if any 
ir OWN Sfooncern, for the general welfare. A 
| well-practiced howl of outrage at this 
picture was released by one Repub- 
lican member of the Committee. IIl- 
inois’ Everett McKinley Dirksen. 
Sfwhose probable role as the new 
' KSenate minority leader is now being 
. contested by such GOP liberals as 
i George Aiken of Vermont and Clif- 

ford Case of New Jersey. 
The Committee’s actual recom- 
14 Fmendation—that the Justice Depart- 
17 Ament investigate the industry to find 
18 Hout whether to try to break up the 
"fom empire—is mild in comparison 
n° the profusion of facts developed 

2) Wy the investigation. 

uf In the first place, GM sets the 
é ttern for a business which directly 
tion Two d indirectly employs one out of 
very 7 American workers. whose 
rice policies have an enormous effect 
_ n the cost of living, and whose 
ong guesses can set off an alarm- 
Ben g chain of unemployment. The ef- 
ow Oe t of such enormous concentration 
BES the auto industry on the whole 
+ ge FMomy was explained by the 






ommittee chairman. Senator Estes 
efauver (D.-Tenn.). He said: 
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“Years ago, if an auto producer 
made a mistake—priced his car too 
high or came out with a design which 
did not appeal to buyers—the results, 
while fatal to him. were not neces- 
sarily injurious to the industry as a 
whole. and certainly not to the en- 
tire economy. The market which he 
lost was filled by one or the other 
of his 


however, if the Big Three [GM. Ford. 


many competitors. Today. 
Chrysler] raise their prices unduly 
or put on the market models which 
do not attract consumers. or if there 
is an extended work stoppage be- 
cause of a labor dispute, there is 
little alternative to which consumers 
can turn. They can buy or not buy.” 

Some of the hardest hitting sec- 
tions of the report are: 

Pricing: “The level of automobile 


prices has come to be largely deter- 


hi 





KEFAUVER: DIRECTED SENATE PROBE 


By Harlan Fisk 


-{The Senate Report 
= on General Motors 


Justice Department asked to probe industrial colossus 


mined by the pricing methods and 
policies of GM. In setting prices, 
GM seeks a target goal of 20 per cent 
of return on net worth after taxes 
at a pre-determined level of produc- 
tion. ... As compared to its target 
of 20 percent, GM’s actual raté* of 
return after taxes on net worth dur- 
ing the period 1948-58 averaged 25 
per cent. 

“Generally speaking, studies show 
that with every 10 per cent increase 
in price, sales tend to fall by 12 to 
15 per cent. Moreover, there is rea- 
son to believe that, during an eco- 
nomic downswing, the adverse effect 
of a price increase is even greater. 
It has also been shown that price 
reductions are capable of stimulating 
The full effect of 


price increases is now for the first 


auto sales. 


time in several years coming home 
to the auto buyer. In the preceding 
four years price increases were more 
or less camouflaged by more liberal 
financing terms. principally the ex- 
tension of the maturity period. To 
buyers whose chief interest is the 
amount of the monthly payment, the 
price increase was to a very con- 
siderable extent offset by the increase 
in the number of months in which 
to make payments. But now, accord- 
ing to the consensus of the trade, the 
maturity period can no longer be 
extended. So any further increase 
can be immediately reflected in the 
average monthly payment. 

“The method used by GM to set 
its auto prices is basically that of 
a public utility. Unit costs are pro- 
jected on the basis of forecast volume 











CURTICE: DO-IT-YOURSELF PLAN 


by an elaborate statistical procedure: 
these become the instrument for the 
But a 
should be noted: The public utility 


is a regulated monopoly: its 


fixing of prices. distinction 
cost 


formulations and pricing practices 
are subject to governmental super- 
vision for the protection of the pub- 
G\I 


economic powel! of a public utility. 


lic. possesses much of the 
but is free from governmental over- 


sight. The 


pricing policy to the recovery of its 


utility is limited in its 


cost and a fair return on its capital. 
GM 


attainable return.” 


is free to secure the maximum 


The report points out that prices 
were once a valuable weapon of com- 
petition and economic stimulation. 
For example. in 1920. when auto 
sales were dropping and inflation was 


Ford boldly 


prices. By comparison. in late Sep- 


growing. Henry cut 
tember 1956 Ford announced price 
increases of 2.9 per cent. Two weeks 
later. GM raised prices on the new 
Chevrolet 6.1 per cent. Ford waited 
a week. then revised its prices up- 
ward. 

Auto union chief Walter Reuther 
“As GM 


nounced higher prices. Ford revised 


commented: soon as an- 
their prices upward in line with GM. 
This is the first time in the history 
of a free enterprise economy where 


a company raised the price of their 


products in order to become com- 
petitive. They raised their prices to 
be competitive—why? Because prices 
in the auto industry are set by GM.” 

The Size and Shape of GM: The 
world’s largest corporation, with 1957 
sales of $11 billion. selling half the 
new cars today. is the result of cor- 
porate cannibalism which began soon 
after the the the 
intervention of DuPont, expansion 


turn of century, 


into a variety of lines. and heavy 
Government patronage. 

The big initial spurt of GM began 
after DuPont put up $50 million in 
1918 and 1919 and took over fiscal 
control. In 1926. at a time when 
DuPont controlled a fourth of GM’s 
common stock, the chemical company 
sold 9 per cent of its total sales to 
the aute company, a classic example 
of log-rolling in industry. 

The 
giant is indicated in an ironic com- 
Paul 


young 


many-headed shape of the 


ment by Committee Counsel 


Rand Dixon. Picturing a 


Army captain. Dixon said: 


“We will say he awakened this 
morning and he had been sleeping 
between sheets that were washed. 


dried and ironed by GM equipment. 
He took a shower that was produced 
by GM hot water. He had breakfast 
on bacon kept in a GM refrigerator, 
cooked on a GM stove. 
was heated by a GM furnace. He 


His home 


got in an auto made by GM. He even 
had a cigarette lighter on the car 
produced by GM. The 


own now. but the purchase was fi- 


car is his 
nanced by one of its subsidiaries and 
he was insured by another one. He 
GM 


diesel and was transported down to 


boarded a train pulled by a 


the ordnance depot by a GM_ bus. 
During the day he inspected a cannon 
made by GM and, if it was in a tank, 
them. If he 
were sent to another city, he might 


that. too. was made by 


travel in a plane with a GM motor 
in it. If he goes to a movie, he will 
enjoy air conditioning also made by 
GM. If he happens to be ordered to 
sea, he would use an entirely dif- 
ferent set of GM motor equipment. 
because they make diesels and motors 





that go into these gigantic ships, | 


he rode a bicycle, it was equipped 


with a brake made by GM. 


The report suggests that this wig 
variety enables GM to absorb loss 


in one department by the 


Cush 
ion from other production. Senate 
Kefauver at one point said to a G\ 


executive: “Didn't 


ficht in the truck industry with othe 
competitors, and for a_ while yoy 


operated your truck industry at ; 


loss? You made up that by the ver 


substantial amounts you earned j 
other operations.” 

GM’s invasion of 
component parts have cut deeply int 


small and independent businesses 
The report says: 


“In the early days of the industn 


the open market and created a thri 


ing source of business for a multitude 
As GV 


of independent suppliers. 


and other large companies becane 


more integrated, this avenue of a 
tivity for independents has graduallj 
When 


Curtice. president of GM. proteste 


hecome narrowed. 


you get into a 


conglomerate it 
fields and the production by GM 


' 


I large Cor 
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labor ar 
neriods 
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-geept high 
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ng offici 
pressure 
iBthan his 
further f. 
tiveness 


trend awa 





Harlow land towa 


The Ci 


that the ‘majority of those items arf jnyes 


for our own consumption.’ Senat 


Kefauver asked: ‘But when you pn 


duce them vourself. of course. vo 


buy them from somebod 


Mr. Curtice: 


Senator Kefauver: 


do not 
*That is true 
‘That cuts dow 


what you have to buy from somebod 


else?” 


else.’ . GMW’s large-scale invasi 


of the parts field has had far-reac: 
ing consequences in limiting 
available market for outsiders.” 

The report also points out: “GY 
requires its dealers to use GM part 

Defense Contracts: During Wor 
War II and most of the time sine. 
GM has been the No. 1 recipient: 


prime contract awards. This positie 





Tithat GM 


thing the 





fense col 
General 

that. on 
made a p 
bplanes, 7 
Navy con 
parts clai 


U hee 


Bable.” T 
Hurther: 

“The | 
stated tha 
ithe Depa 
one his 


een 1].] 


“has been a great source of power he Navy: 


contracts the 


to GM. With 


manufacturer is in a better posite 


such 


to so organize his productive faci 
ties to keep his plant in operatim 
at its most efficient rate and at Be 
If he makes 


use only of existent facilities. th 


lowest possible cost. 





pplied tl 
ettempts 
een of 
pdamant 
isted on 
cross the 


ng subco 
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f 


hips. | = contract helps to keep his plant 
“quippe a during normal slack periods; 
the mere fact that his equipment and 
his wik }j,hor are kept busy during these 
rh losses §, 


neriods has a salutary effect upon 


i Cush Finit costs over the entire year. 

Senator }There are no financial risks involved. 
to a GY The cost of such items as bad debts 
into & )and poor collections is nonexistent. 
ith other }the typical private buyer is probably 
hile yoy keeping 


costs 


yore interested in 


iry at afjown than the Government. Not only 
the very fre procurement officials of the Gov- 
arned in’ .nment under less of a compulsion 


buv at the lowest possible price. 
‘lomerate it they are often 


vy GM of 


‘eply int 


inadequately 
trained. The zealousness of military 
ourchasing officials is certainly not 
usinesses, Fheichtened by the practice of military 


ficialdom leaving the service to ac- 


industry, } cent high paid positions in private 
hased in }industry. The Government contract- 
da thris oficial may be under greater 
multitude f pressure to exchange price for time 

As GM Bihan his counterpart in industry. A 
s became further factor increasing the attrac- 
ue Of a&Ftiveness of military contracts is the 





graduall {trend away from competitive bidding 
| Harlovtand toward negotiated awards.” 
proteste’} The Committee traced a number 


items atehof investigations which indicated 
Senatorfthat GM was not above getting any- 
vou ple fthing the trafic would bear from de- 
urse. VBfense contracts. In one case. the 
Office testified 


t 1s true Bthat. on an airplane contract. GM 


somebodifGeneral Accounting 


cuts dow Pmade a profit of 18.7 percent on 528 
somebod'fplanes. The GAO in an account of a 
e jnvasi 





Navy contract for diesel engines and 


far-reafparts claimed that GM prices were 
iting ny etantiolly higher than reason- 
ers. able.” The Committee report said 
out: “O’ifurther: 

yM part:— “The General Accounting Office 





ng Wor'"sated that it had been informed by 
ime simtfthe Department of the Navy that 
GM's historical rate of profit has 
is posit been 11.11 per cent on cost. It quoted 
of powethe Navy: ‘For several years GM has 
tracts “kpplied this rate of profit, and all 
er posititittempts to reduce this rate have 
) GM has been 
operati™Rdamant on this point, and has in- 
and at fisted on applying this profit margin 
he malfeross the board on all costs, includ- 
ilities, ting subcontracting.’ ’ 


ecipient 


tive faciheen of no avail. 


lew Leoi\\November 24, 1958 








GM also has benefited from re- 
The Smaller War 


Plants Corporation, 


search contracts. 
protesting the 
way these contracts were thrown to 
great companies, wrote in 1946: “In 
the long run the concentration of 
economic power may be greatly 
strengthened as a result of this cen- 
tralization of research. The peace- 
time applications and uses of scien- 
tific knowledge will be enormous. 
Obviously the companies in whose 
laboratories this research work has 
been carried on will be its chief 
beneficiaries not only because of their 
direct acquaintanceship and knowl- 
edge of the research but also because 
of patents.” 
For the past three years. when 
the Defense Department made public 
these awards, GM ran far ahead of 
its competitors in research grants. 
1957. GM_ had 
$56.6 
Chrysler at $17.8 million and Ford 
at $1.3 million. 
Auto Financing: 


For example. in 


awards valued at million. 


GM’s 


agency is. of course. the General Mo- 


finance 


tors Acceptance Corporation. which. 


the report says. charges approxi- 
mately 11.2 per cent a year. 
Control over Raw Material Sup- 
pliers: “Without alleging that GM has 
attempted to monopolize raw ma- 
terials in the sense of cornering them. 
the auto 


manufacturing company 


may have misused its power by 
either attempting to monopolize new 
production. through its financial 
plans and devices. or by coercion of 
suppliers to whom it held out the 
bait of its large market. During the 
period of short supply from 1946 
until 1954. GM used its giant buying 
power to its advantage and to the 
detriment of its competitors. It made 
loans to the Jones & Laughlin Steel 
Company and Republic Steel in the 
amount of $28 million and $40 mil- 
lion respectively. The Republic Steel 
loan was at 3 per cent with no ma- 
turity date. The Jones & Laughlin 
agreement ‘bound GM to perform 
acts highlv advantageous to it.” GM 


also agreed to take an extra 240,000 


tons of steel a year from Jones & 


Laughlin as long as it was operating 
at full capacity.” 

“In 1949, GM made loans of capi- 
tal to Pittsburgh Coke & Chemical 
Company, which added 35 coke ovens 
to meet GM’s requirement under a 
contract, with GM constructing the 
35 coke ovens. It also leased a 720- 
ton blast furnace from the Wheeling 
Steel Corp. As a result of its 
favorable supply situation, GM was 
able to take the lead in the enor- 
mously expanding auto industry after 
the war. And. when, during the 1950 
coal strike. Chrysler closed and Ford 
and Packard were shutting down, GM 
appeared to be in a fortunate spot 
so far as coal and supplies were con- 
cerned,” 
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By Sidney Hook 





EDUCATION 
IN 


JAPAN 


Communist teachers’ union and students’ 


organization stretch professional ethics 


Tokyo 

T Is NOT OFTEN that an educational struggle is a 
herald or portent of a civil war. Today in Japan, 
the 
analysis of the complex factors involved provides the 
best introduction to its troubled political life. What 


however. educational situation is such that an 


seems like a simple educational issue, for example, a 
method of rating teachers’ efficiency, has deep political 
tap-roots. What in Western countries would be solved 
by legislative hearings and consultations between pro- 
fessional educators and officials of boards of education 
is in Japan the occasion of fierce struggle and violence 
more extensive and severe than most episodes of in- 
dustrial strife. The excesses of one side provoke the 
other into attempts at wholesale remedy which widen 
the’ scope of the political conflict. 


Some knowledge of the historical background js j,f 
dispensable in order to understand the naiure ap 
ramifications of the controversy over education in Japy 
today. Two things of importance should be remembers! 
Before the military defeat of the last war. educatio, 
was geared to the interests of Japanese militarism, « 
pecially in the primary and secondary schools. Whateye 
opposition existed to the Emperor system and militay 
rule manifested itself on the university level and wx 
largely passive. The teachers in the universities wep 
not so much overtly hostile as less enthusiastic than thoy 
in the lower schools. When the old system was destroys 
and the only world they knew crumbled into dyg 
Japanese teachers looked to the Americans with the 
slogans of democracy as the source of a newer api; 
more viable authority. 

Just as important is a second factor. The  socalle) 
“democratic revolution” in Japan was really an Amer. 
can revolution. The Japanese were commanded to 
democratic even before they understood what it mean 
There was no real upsurge or movement from beloy 
The resultant follies were compounded by the politics 
naivete of the American occupation which at first jp 
Communists in the democratic 
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opened the doors to them in the labor movement whi H non 
included almost 500,000 members of the Japan Teaches nate 
Union. the Nikkyoso or JTU. van 
This explains why. whatever proposal is put for! peye 8 
to undo some of the laxities. oversights and mistake who = 
of the occupation, the cry is immediately raised tha —— 
this means the restoration of the old system of author)“ me 
tarian control. This fear is quite sincere in some quarter Teacher: 
but it is exploited mercilessly and dishonestly by tl ITU are 
leadership of the Japan Teachers Union. Refusal | onan 
come to grips with specific crisis in their own tims pais 
also explains why the meaning of democracy is bad — 
misunderstood by those who invoke its slogans nai Ps z= 
vehemently. The Government party deems it suflicie ? — 
to have a simple majority in order to ram through legs Bw! 
lative measures without adequate prelimary discussie} _ - 
advance notice or even an attempt to take its case! : — 
the court of public opinion. The opposition is py 
responsible and reacts with a conditioned reflex ; ry 
political negativism. It consists of the Socialist pat oy ‘ 
completely dominated by its infantile left wing » > 
committed to a pro-Communist foreign policy. the Coat “) 
munist party (politically immature but influential - Po 
intellectual circles and in the lower trade-union cadre is 009 
and a host of captive cultural organizations. In the “to 
eves of the opposition nothing can be “‘democrati constitut 
which is against its collective or individual interes — . 
anything which furthers those interests is ipso [0 sloriousl 
democratic. There is no real concern for the parliame if ais 
tary process or respect for the principle of democt#} lenis 
majority rule. Symptomatic of how far semantic vad No at 
ruption of the term “democracy” has been carried 
Yovemb, 
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id is i 


ure ap 


in Jape | ng 


the amusing story of a Japanese citizen, slightly in- 
toxicated, who accosted a policeman—a rather awesome 


wre in pre-war days—thrust out his foot and said: 





wheal “ley. you. tie my shoes! After all, you are now a 
ducatigg § democratic public ser ant. . 
rism, « \ hatev' deficiencies can be traced to the eaprennen 
Whateve. policy of the American occupation authorities (SCAP), 
militar, } like imposing excessive decentralization and raising in- 
and we) ftir institutions, which were little more than training 
hea institutes. to the status of universities, the main educa- 
han thos tional aim of the occupation Was quite exemplary. Edu- 
Dente ation Was to become politically neutral. Measures were 
nto dug } taken to guard against the possibility that the federal 
sith they | government. w ith a highly centralized educational system, 
wer & night abuse its monopoly of power and inject propaganda 
~ | into the educational curriculum. But SCAP could not 
socalle; | foresee that teachers would systematically propagandize 
n Amer. i2 their classes on behalf of the narrowest factional 
ed wb political interests. 
ae This is precisely what happened, on a scale and with 
m_ below , 2 boldness unparalleled in any democratic country. The 
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chief source of educational indoctrination is the JTU, 
whose leadership is in the hands of members of the 
Communist party or of sympathizers who make no secret 
{ their political allegiance. Recently, the Nikkyoso 
jisaffiliated itself from the International Confederation 
{ Free Trade Unions. An organization of its size em- 
ploys a large number of full-time professional workers 





who are not teachers or educators but trade-union ac- 
tivists. Among them are approximately 1.500 members 


{ the Communist party, assigned to work in the 


Teachers Union. And while most of the teachers in the’ 


JTU are not Communists or even fellow-travelers. they 


are helpless before the skillful and unscrupulous factional 
politics deployed against them. Some of the teachers 
maintain that dissent from the pro-Communist leader- 
ship. particularly if accompanied by attempts to combat 
it organizationally, is physically dangerous in certain 
regions. 

The JTU does not conceal the fact that its trade-union 
professional activities are subordinate to its political 
goals. It is wedded to a Marxist-Leninist view according 
to which any government which is not Socialist, in the 





special sense of that term, is “an enemy of democracy 
and peace.” It openly declares in the pamphlet with 
f vhich it indoctrinates its new members: 

“Our teachers union is an organization which stands 
at the forefront of the struggle. Its national membership 
is 500,000. Imagine each of these teachers closely tied, 
through his 50 pupils, to the working class which 
onstitutes 90 per cent of the entire population! Is it 
tot a picture which is enormously encouraging and 
tloriously resplendent? . . . We are to fight on the side 
f these workers against the tyrannical propertied class 
if Japan.” 


vt No attempt is made to conceal the fact that the 
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teacher is expected to indoctrinate his students. In its 
pamphlet, “The Teacher’s Code of Ethics,” the JTU 
states that “the realization of socialism is the historic 
task imposed on the teacher. It is the duty of the teacher 
to foster young people who would help realize such a 
society.” 

That these directives are carried out is evidenced in 
many ways. Not only does the JTU throw itself into all 
sorts of political activities and demonstrations which 
have nothing to do with educational affairs, it agitates 
its teachers to bring the message of “socialist” salvation 
right into the classroom. In this task it is abetted by 
the Japan Teachers Political League (the Nisseiren) of 
the left-wing Socialists, who make the Pietro Nenni Social- 
ists of Italy appear moderate. Typical of the specific 
practices of indoctrination is the report that teachers 
draw a map of Japan with a red flag in the middle on 
the blackboard and tell their pupils that “this is the 
People’s Republic of Japan.” At the same time it is 
noteworthy that the JTU has conducted violent demon- 
strations against the proposal to hoist the Japanese flag 
and to sing the national anthem, Aimigayo, at school 
ceremonies. This has been branded as a major step 
toward the revival of militarism. The Chairman of the 
Arita City Education Board, in the Wakayama Prefec- 
ture, reports that some pupils have been surprising their 
parents with the information that they have been taught 
that the USSR is their real homeland. 

Although many professors and educators are quite 
eager to denounce any educational measure sponsored 
by the Government to correct this situation, very few have 
come out publicly to protest against the flagrant abuse 
of educational trust and the massive indoctrination carried 
on in the schools by the pro-Communist elements in the 
JTU. (Privately, almost all whom I have questioned ad- 
mit that this indoctrination is widespread.) Occasionally, 
a brave man like Kotaro Tanaka, Professor Emeritus 
of Tokyo University, risks his reputation among the 
packs of conformist “progressives,” and speaks out. More 
than a year ago (the situation since then has become 
much worse), he wrote in the Bulletin of the Research 
Institute of Comparative Education and Culture: 

“A segment of educators, particularly a part of the 
primary and the secondary school teachers, in the name 
Com- 


munistic or some similar viewpoint. They have not only 


of democratic education, have advocated the 
played a considerable part in political campaigns. but 
have influenced pupils in the classrooms. Literally faith- 
ful to the doctrine of Marxism, they have not failed to 
profit by every opportunity to condemn traditional 
morality and virtue as feudalistic and reactionary, to 
exaggerate existing social evils, to stimulate class an- 
tagonism, to insist on the overthrow of conservative 
government, to discredit the judiciary and to excite anti- 
American sentiment. And this under the slogan of 
democracy and democratic education.” 





There is no space to detail the various administrative 
measures the Government proposed to correct a situa- 
tion which even leading members of the Japanese Social- 
ist party admit (privately, of course) to be educationally 
undesirable. Some of these measures were of dubious 
wisdom. The chief instrument the Government attempted 
to employ was the efficiency rating system. Rating systems 
exist for civil servants, for educational personnel of 
Government colleges and universities and for non-edu- 
cational employes of the school system. But until recent- 
ly a rating system was not applied to schoolteachers. The 
Government also attempted to introduce, at about the 
same time. an ethics course into the curriculum along 
lines familiar to Western schools. 

And now one of the strangest things in the history 
of education occurred. Instead of contesting the educa- 
tional validity of the efficiency rating system or of 
courses in ethics on professional grounds, the JTU 
took to the streets. It called a series of strikes throughout 
the country which culminated in a_ general strike. 
Teachers were enjoined to desert the classrooms during 
school hours, tell the children to stay away from school 
on the days of the strike, and involve their parents as 
well. In many parts of the country these demonstrations 
led to sit-down, lay-down and locked-arm tactics that 
became prefaces to violence. With the help of specially 
recruited squads of Communist university students, the 
leadership of the JTU conducted pitched battles in several 
prefectures to prevent principals of schools from re- 
ceiving instruction in the application of the ratings. 
Particularly furious was the JTU’s reaction to attempts 
to introduce courses in ethics. 

Yet the first general strike of the JTU showed that 
its Communist leadership had gone too far. Most of the 
teachers did not abandon their classes and their educa- 
tional charges. Parents were annoyed. The Japanese 
children, who strangely enough enjoy going to school. 
seemed to feel deprived and bewildered at the spectacle 
of their honored elders falling out—and sometimes upon 
each other. Public opinion polls conducted by the 
Asahi Shimbun and other agencies indicated that less 
than 10 per cent of the population approved the strike 
tactics of the JTU. Even the Japanese newspapers which 
are traditionally critical of almost all Government meas- 
ures—this is supposed to be a sign of their independence 

were indignant at the spectacle of teacher extremism 
and violence. When I saw newsreels of students and 
teachers using a treetrunk to batter down the gates of 
a building in which other teachers were receiving in- 
struction in how to conduct ethics courses, the audience 
seemed stunned and hostile. 

Despite this reaction and the emergence of a more 
moderate faction in the JTU which sought to conduct 
the struggle against the teachers’ efficiency rating in 
a more orderly manner and on an educational plane, 
the extremist leadership of the JTU pressed for further 


10 





general strikes during the teachers’ working time. Whe 
I left Japan, another strike was in the offing. The 
concession made by the dominant group in the Jy 






was to permit the local unions to set their own time fy 





the walkout. 
The educational validity of the teachers’ efficienr, 





rating and the ethics course are more complicated matter, r 


I have made a careful study of both. The first is » 


~ 


extension of the American questionnaire procedure, by 


— 


enormously extended. In principle it is unexceptionabk 
but some of its detailed provisions are superfluous ap 
its use for salary allocations or raises is of doubthy 
wisdom. The only relevant question about the ethics jp. 
struction is whether it should be given in conjunetion 
with the study of other subjects like history or literature! 
or presented at a specially assigned hour. The alters. 
tives are obviously not exclusive. The last thing in th 
world, however. that the JTU wants is a discussion of 
these proposals on their educational merits. For it would 
then have to reveal itself once more in favor of the ant. 
democratic, pro-Communist indoctrination being carried 
on systematically in the schools under the skilful dire. 





tion of left-wing trade-union activists. 
No government in a democratic community can per TOK 
mit this type of educational subversion to go unchecke/ 


. . .f gone vig 
and stand by idly when groping efforts to cope witht ® “ 








it are challenged by organized violence. In the wake ol “'°" 
the teacher and student violence. the Government in whisper 
troduced a bill to revise the present Police Duties Law olecatic 
During the American occupation the power of the police *** the 
was emasculated for obvious reasons. Except whet introduc 
crimes have been committed, the police function most) ™ mm A 
like traffic cops, and with greater mildness than th - a? 
New York City variety. They cannot even arrest w specific 
controllable drunks or put them into protective custod bes me 
or confiscate arms from juvenile delinquents. The pr Regardl 
posed revisions try to remedy this by an extension, s awe 
to speak, of the American “clear and present danger] and the 
principle, phrased in such a way that teachers’ violenc} oy | 
and similar disorderly activities on the part of is unlike 
tremists can be curtailed. But these provisions may the mem 
abused to curb legitimate activities on the part of trai pro-Com 
unionists and Socialists. It would therefore have beg Promne' 
wiser to amend the education law instead of the poli eaeeneae 
law, making violent interference with the processes q met 
education legally actionable. in Japar 

The potential dangers, vastly exaggerated, of the Poli the Zen; 
Duties Law have aroused large segments of the popu Commun 
tion, and it is not likely to be adopted in its present form ~ fol 
The left-wing Socialists. Communists and the JTU a4 opens I 
having a fieldday screaming “fascism is around th CP is a 
corner” and lining up hosts of genuinely liberal organilay rs bulk 
tions as well as different front organizations in a ™4_° Chri 
‘ ; on “ey iq The Con 
tional campaign of opposition, much of it violent. It 


os ; oes ‘ag IF 
significant, and highly characteristic of the present situ et . 
ee 1on witt 





tion in Japan, that not a single organization which hi 
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inchecke 


..| gone vigorously on record in protest against the proposed 
‘ope will Ri : . : 
| ke «if revision of the Police Duties Law has so much as hy a 
> Wake a is m 

bi whisper protested against the violence, the betrayal of 
iment it 





ties L educational trust on the part of the JTU whose behavior 

“ "4 . 4 . . 

th poli was the most powerful consideration determining the 
€ poilce 


introduction of the law. The Government made a mistake 


ept wher} . g : , 
on most, 2 Bot announcing these considerations more openly, in 
than the 20 proceeding more carefully with proposals to remedy 
ants specific deficiencies gradually. Its hypocrisy, however, 
ee has been surpassed by the hypocrisy of the opposition. 


The or Regardless of the fate of the Police Law, nothing can 
prevent an ultimate showdown between the Government 
and the fanatical leadership of the JTU, except the mod- 
erating influence of the Socialist party—an influence it 
is unlikely to wield. The ideal solution would be for 
the members of the JTU themselves to revolt against their 


ension, ¢ 
t danger 
;” violence} 
rt of @ 
is may ™ : : pia meat 
+t of trek proCommunist leadership under the inspiration of 










r j > ~s - io > il -ereities ¢ > 
have bee prominent educators in the universities. But at the 
the polieg Moment this appears to be a forlorn hope. 
esuie Something should be said of the student movement 

in Japan. The only organized force of importance is 
the Polie the Zengakuren, which is more Communist than the 
he popul Communist party today because its leadership insists 
cent form} UPn following the ultra-violent tactics which the Com- 
» JTU aq Munist party advocated only yesterday. At present, the 


4 CP is attempting to purge the Zengakuren leadership. 
| organitty The bulk of the students are largely passive and even in 
. in a mag tne Christian universities no third force has developed. 
lent. Iti he Communist students regard themselves as the shock 
esent situa troops of the revolutionary movement. They meet opposi- 


which ha 


tion within the student movement and within their own 
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ranks with ready violence. Last year they assaulted the 
past President of Kyoto University. This year at Fuki- 
shima University they boycotted examinations in protest 
against the teachers’ efficiency rating system. an issue 
which has no relevance to university educational life. 
When some professors came to the aid of students who 
were being obstructed from entering the university to 
take their examination, they were severely beaten. The 
ringleaders among the Communist student union are 
students, in effect functionaries of the 
Communist party planted in the universities to recruit 
students and to further the Party line. 


“professional” 


There is hardly 
a trick employed by the Young Communist Leagues 
decades ago in the West which has not been adapted to 
Japan, from paying students so much per day for par- 
ticipating in sit-downs and lay-downs, to compromising 
the professional future of students by unnecessary ex- 
posure in order to close all avenues of work for them 
except some kind of Party activity. 
deplore the activities of the Zengakuren, but no alterna- 


Everyone seems to 


tive has been developed. The field is pretty much left 
to its activities. The general attitude is that all students 
are radical when young but become conservative when 
they grow older: Therefore, there is nothing to worry 
about. There is some truth to this, of course, but it over- 
looks some crucial differences which exist between stu- 
dent radical movements of the past and present, and 
certain distinctive features of Japanese society and 
economy which make the character of Japanese educa- 
tion a weighty factor in determining whether Japan is 
to remain free. 





NATIONAL REPORTS 


Democratic Gains in the 
a Farm Belt By Henry M. Christman 


EPUBLICANS held every state- 
R house and every Congressional 
seat in 1956 in the Midwest heart- 
land states of Kansas, Nebraska. 
Iowa and South Dakota. Now, just 
two elections later, Democratic 
Governors have triumphed in all 
four states and Democrats have 
taken half of the region’s twenty 
Congressional seats. Rep. Henry O. 
Talle of Iowa, ranking Republican 
on the House Banking and Currency 
Committee. went down to defeat. as 
did Rep. A. L. Miller of Nebraska. 
ranking Republican on the House 
Committee on Interior and Insular 
Affairs. 

To understand the 1958 


cratic sweep, one must first look at 


Demo- 


Democrats in 
the 1956 elections. In Kansas. Demo- 
crat George Docking. a quiet. small- 
banker 


Governor 


the inroads made by 


Lawrence. was 
bitter 
liberal and con- 


town from 


elected after a 
struggle between 
servative Republicans. A similar split 
within the Republican party in Iowa 
helped pave the way for election of 
Democratic Governor Herschel Love- 
less. former Mayor of Ottumwa. 
In 1956, too. three new Democratic 
Congressmen were elected in rural 
Midwest a college profes- 
sor in South Dakota, George S. Me- 
(Ph.D. 


University) : 


listricts 


Northwestern 
a Disciples of Christ 


Govern from 
minister in lowa. Merwin Coad: and 
Kansas, J. 
Floyd Breeding. McGovern quickly 


distinguished himself as one of the 


a farmer-legislator in 


bright young liberal Democrats in 
the House. 
This November, both Docking and 


Lk ” eless 


were up for re-election, 


along with the three freshmen Demo- 


12 


cratic Congressmen. Republicans 
hoped to defeat all five. Rep. Me- 
Govern was a special target. agatnst 
whom the South Dakota GOP put 
up its ace  vote-getter, popular 
Governor Joe Foss. 

These were the 1958 results: 

@ In Kansas, Governor Docking. 
54, became the first 


Governor ever re-elected. Democratic 


Democratic 


Rep. Breeding also was re-elected, 
and Democrats toppled two veteran 
GOP Everrett P. 


Scrivner and Myron V. 


Congressmen, 
George. 

@ In lowa. Governor Loveless, 47, 
won re-election handily, as did Demo- 
cratic Rep. Coad. GOP Rep. Paul 
Cunningham joined Rep. Talle in 
defeat. and the seat of retiring GOP 
Congressman Karl LeCompte passed 
to the Democrats as well. 

@ In South Dakota, Rep. Me- 
Govern held what national Demo- 
cratic leaders had termed the most 
closely contested Democratic Con- 
gressional seat in the nation, and 
a new Democratic Governor also 
was elected. Ralph Herseth. 49. a 
Houghton, S. D. farmer. 

¢ In Nebraska, Democrat Ralph 
G. Brooks, 59-year-old educator from 
McCook. unseated incumbent Repub- 
lican Governor Victor E. Anderson 


in a close race which might be 


reversed by a recount. Democrat 
Lawrence Brock, who came within 
several hundred votes of ousting 
Republican Rep. Robert Harrison in 
1956. succeeded this time. and GOP 
Rep. Miller also was replaced by 
a Democrat. But Republican Senator 
Roman L. Hruska retained his seat. 

As Democrats surged to victory in 
states, their 


these four triumphs 


were reflected in two neighboring 


Congressional districts. For the pag 
eighteen years, Colorado’s Second 
Congressional District, which adjoig 
Kansas, has been represenied by 
former Kansan, GOP Congressmay 
William S. Hill. This year, Rep. Hi 
retired. and his district went Demo. 
cratic. And in North Dakota. vetergg 
GOP Congressman Usher L. Burdick, 
who retired this year, was succeeded 
by his son, Quentin, a Democrat, 
How did the Democrats manage 
this Midwestern sweep? Hard work 
on the part of labor was a factor, 
although in the Congressional races 
only two districts won by Demo. 
crats—the Second in Kansas and the 
Fifth in Iowa—have substantial in 
dustry. The fact that union labor 
was unable to win the right-to-work 
Kansas shows that 


labor’s strength still is quite limited, 


referendum in 


The national division between the 
Old Guard and “modern” Republi 
cans is particularly intense in thes 
Midwestern states. Most important 
however. was the continued hatred 
farmers for 
Acriculture Ezra Taft Benson and 


his policies. 


among Secretary of 


In two ways, the outcome of Mid 
western Congressional races has en 
hanced the liberal complexion af 
the next Congress. Not only are the 
new Democratic Congressmen 
variably more liberal than the ul 
conservative Republicans they ha 
replaced: but these outgoing Rep 
seniority. Theit 


opened the way for 


licans had great 
exit has 
Republican Congressmen of a mo 
liberal persuasion to advance i 
committee rank. 

Democrats now ale 
looking forward to 1960, whet 
Kansas, Nebraska, Iowa and Soul 
Dakota each have a Senatorial set 
up for election. The four Republican 
Senators who now hold these seats 
Andrew F. Schoeppel of Kansas 
Carl T. Curtis of Nebraska, Thomas 
E. Martin of Iowa and Karl E 
Mundt of South Dakota—are ker 
members of the GOP Old Guard 
The Democrats now have a fighting 


chance to unseat them. 


Midwestern 
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Criticism by Montgomery and de Gaulle points up conflict over national interests, 


economic and political issues facing European defense community 


NATO UNDER FIRE 


LONDON 


ITHIN a few days of ending 
W:: nine years service to 
NATO as Deputy Supreme Allied 
Field Marshal Lord 


celebrated his 


Commander, 
Montgomery 
ment by making the most extensive 


retire- 


attack ever made by any prominent 
Western personality on NATO’s 
structure and policy. 

“The whole organization,” he said, 
“is complicated, cumbersome and 
grossly overstaffed. There is an 
enormous waste of money and ef- 
fort.” The military policy of NATO 
was no better: strategical thinking 
was muddled and confused, and the 
global aspect of defense was totally 
disregarded. Preparations for all-out 
nuclear war, Montgomery _ said, 
should be put at the bottom of the 
priority list, and Europe must be 
sen as the least likely theater for 
Communist expansion. The biggest 
danger facing NATO was Soviet 
pnetration of Asia and Africa by 
economic and political means. It 
could be met only by agreement be- 
tween America, Britain and France to 
work together all over the world. 
‘If these could agree on a common 
plicy among themselves the other 
NATO nations would accept it— 





mowing the grave danger to them 
dll if they refused.” What that com- 
mon policy should be Montgomery 

de clear when he attacked the 
U.S. for sabotaging the Suez opera- 
lion and for working to destroy the 
influence of the former 
Powers in Asia and Africa. 


Montgomery has for so long com- 


colonial 


bined brilliance as a fighting general 
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By Denis Healey 


with an arrogant infantilism in other 
fields that his remarks on NATO 
might soon have been forgotten, 
particularly as protests began to 
erupt all over the world a few days 
later over the version of history he 
provided in his memoirs. But very 
soon after he gave his lecture on 
NATO to the Royal United Service 
Institute in London, General de 
Gaulle circulated an aide-memoire 
to the fourteen NATO members in 
which he made much the same 
criticisms and the same proposals 
for meeting them. In particular, he 
suggested the creation of a three- 
power political directorate for 
NATO parallel with the Military 
Standing Group in Washington, on 
which again France, America and 
Britain would be the only members. 
He did not, however, go so far as to 


endorse Montgomery’s extraordinary 


MONTGOMERY: 'A WASTE OF EFFORT' 


suggestion that U. S. Air Force Gen- 
eral Lauris Norstad should be re- 
placed by a French Supreme Allied 
Commander. But the Chief of Staff 
of the French Army, General Paul 
published an 
article in the official French Review 
of National Defense in which he 
asked for a “peripheral strategy” of 
alliances with countries outside the 
NATO area, including a strong de- 
fense line running through French 


Ely, simultaneously 


territory from Paris via Algiers to 
Brazzaville. 

The French proposals have so far 
found no support from any other 
member of the alliance. Indeed, the 
reaction in Bonn was openly hostile 
and angry, while Britain, the United 
States and Canada have already made 
it clear that they cannot possibly 
consider it. Meanwhile, West Ger- 
many itself has made an equally 
abortive proposal for a change in 
the NATO 


Minister, 


structure. Its Defense 
Franz-Josef Strauss, has 
been worrying about the notorious 
gap in NATO defenses in Northern 
Germany. But when he proposed that, 
as a means of closing it, Denmark 
should be put with Germany in 
NATO’s Central European Command 
the Danish Government rejected the 
idea with exceptional sharpness. 

So far as the military criticisms of 
NATO are concerned, an impressive 
answer was given by General Norstad 
himself. Contrary to general expecta- 
tion, Norstad has proved himself out- 
standingly able in public relations 
at the highest level, even though he 
does not yet have the political flair 
which made his 


at lower levels 





predecessor, General Alfred Gruen- 
ther, so remarkable. He is in fact the 
first Supreme Commander to give 
a rational and intelligible account of 
NATO’s strategy; to hear some of 
Montgomery’s remarks on the sub- 
ject, doubt 
whether he understood the strategy 
he was responsible for implementing. 

The political criticisms of NATO 
have, of course, no answer, because 
they are true. But the fault lies with 
the separate NATO governments, not 
with NATO itself, and there are no 
structural changes in the NATO set- 


one is compelled to 


up which can cure it. The fact is 
that NATO is a military alliance 
created by a sense of common mili- 
tary will 
triumph over a specific national in- 


danger in Europe. It 
terest in other fields only on issues 
where the consequences of a failure 
to agree are clearly more disastrous 
than those of failing to satisfy the 
national interest concerned. 

Outside the NATO area, the in- 
terests of the various NATO govern- 
ments diverge far more than they 
do in Europe. Moreover, even where 
common interests are now accepted, 
there may be sincere differences of 
judgment on how to satisfy those 
interests; the Middle East has pro- 
vided many examples of this in the 
last few years. With all respect to 


British Prime Minister Harold 
Macmillan, no sovereign govern- 
ment ever acts consistently on the 


principle he recently enunciated that 
it is better to be wrong together 
than right separately. For a sincere 
belief in such a principle would im- 
ply a readiness for federation, and 
Atlantic federation is as far from 
Britain’s mind as it is from that of 
the United States. 

Disagreement between allies is al- 
undesirable, of course, but 
where it exists the freedom to act in- 
dependently may be far less damag- 
ing than the sort of commitment to 


ways 


act together which leads to no ac- 
tion at all. It is precisely because 
the allies do not agree on all the 
problems of Asia, Africa and the 
Middle East that it would be disas- 
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trous to extend NATO’s responsibili- 
ties so that they had a formal obli- 
gation to agree. Indeed, in regions 
where so far no Western country has 
managed to produce the final answer, 
there is something to be said for 
the simultaneous application of dif- 
ferent policies so that practical ex- 
perience may which is the 
best. This is particularly -true of 


show 


propaganda policies and techniques 
of economic aid. 

Consultation between the allies is 
always in itself desirable, providing 
it does not prevent urgent action in 
an emergency. But consultation must 
not be expected always to produce 
agreement; what it can always do 
is to prevent disagreement where 
disagreement is unnecessary. Here in 
fact NATO has already achieved 
almost all that could be expected 
through the regular meetings of its 
Council. But the primary instrument 
of consultation should be the normal 
national 
foreign offices and embassies—some 


diplomatic machine of 
of the most serious breakdowns in 
consultation recently have been due 
to the growing habit of foreign 
ministries to try to conduct diplo- 
macy by themselves without inform- 
ing the machine. 

If it is desired to give NATO a 
greater political role, then it should 
concentrate on political disagree- 
ments in the area which is already 
its concern: Europe. The dispute be- 
tween Britain and Iceland over 
fisheries and the triangular conflict 
between Britain, Greece and Turkey 
over Cyprus hoth present a direct 
threat to the common interests of 
all the NATO members in the field 
of military security which is their 
primary concern. Yet so far the most 
skillful and assiduous diplomacy by 
NATO’s Secretary General, Paul- 
Henri Spaak, with the support of 
all the uncommitted members, has 
failed even to produce serious nego- 
tiation among the parties to the dis- 
putes. And already Greece and Ice- 
land have made threats that they 
may leave NATO altogether if they 
are pushed too far. Nothing could 


demonstrate the obstacles to the 
Gaulle-Montgomery proposals 
clearly. 

But, since it is the French Govem. 
ment which supports the idea of, 
political high command so str 
it might be worth while seg 
whether NATO could usefully j 
tervene in what is now by far t& 
most serious threat to the alliancg 
the dispute between Britain an 
France over the Free Trade Are 


Montgomery was right in @ 
phasizing the primary importance of 
the economic front. But he wa 


wrong in suggesting that the maip 
danger to the economic system of 
the free world is a Soviet conspiracy 
to destroy it. It is the domestic and 
foreign economic policies of th 
Western governments _ themselves 
which threaten to surrender victor 
to the Communists on the economic 
front. The stagnation of the Westem 
economies over the last few year 
is the main cause of the slump in 
raw material prices which has robbed 
Asia and Africa of billions of dollars, 
and has nearly brought the Indian 
Five Year Plan down in ruins. Un 
less the Western governments can 
organize their economies for expan- 
sion—and use the product more in- 
telligently—Khrushchev’s confidence 
in Communism’s bloodless victory is 
likely to be justified by the facts 
before the century is out. 

The Common Market in Con 
tinental Europe could make a major 
contribution to economic expansion 
in the free world. But unless it is 
supplemented by something like the 
British concept of a Free Trade Area 
its goals are likely to be achieved 
only at the expense of other member 
of the Western alliance. Indeed, it 
could lead to the bitterest trade *e 
for many generations. It is ext 
ordinary that so far NATO has ta 
no obvious interest in the Free Tr 
Area negotiations, which have bé 
deadlocked now for many mont 
If General de Gaulle is really seri 
about his proposals for giving 
new role to NATO, here is the id 


issue on which to test their validity 
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WHERE the NEWS ENDS 






CHAMBERLIN 


HE PERSECUTION of Boris Paster- 
Tost for the crime of having 
deservedly won the Nobel Prize is 
perhaps the most revealing action 


of the 


Hungarian Revolution. A great prin- 


Soviet regime since the 
ciple was at stake in each case. The 
crushing of Hungary showed that a 
Soviet satellite cannot hope to 
achieve the right to direct its own 
internal affairs and foreign policy— 
a lesson that has certainly not been 
lost on the Gomulka regime in Po- 
land. The ordeal of Boris Pasternak 
shows what a price is demanded of 
a Soviet writer if he dares to main- 
tain his moral integrity and assert 
his right to creative expression. 

The organized lynching of Pas- 
ternak was both obscene and absurd. 
Pasternak was called “a traitor, a 
Judas.” He was compared unfavor- 
ably with a snake and a pig—in the 
last case in the approving presence 
of Nikita Khrushchev. The Soviet 
Writers Union expelled him from 
membership, and some of its mem- 
bers declared they could not breathe 
the same air with him. There was 
a clamor, carefully masterminded 
from above, to deprive him of citizen- 
ship and make him a man without 
a country. 

He was obviously put under ter- 
rific pressure to write pleading letters 
to Khrushchev and to Pravda asking 
for permission to remain in Russia. 
Certain phrases in the letter to 
Pravda (“I have not been persecuted 
.. + My life has not been endangered, 
nor has my freedom been imperiled 
--. I am making this statement of 
my own free will”) recall a grim 


joke of the early period of Nazi 
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By William Henry Chamberlin 


Thoughts on the 
Pasternak Case 


rule in Germany. A Jewish family 
in America supposedly received the 
following message from a relative in 
Germany. “We are all perfectly 
safe. Not a hair of a Jew’s head has 
been touched. Uncle Moritz, who ex- 
pressed a contrary opinion, was 
buried yesterday.” 

Tsarist Russia was never regarded 
as an asylum of free thought and 
expression, but everything is rela- 
tive. There is no record of Tolstoy 
or Turgenev being called pigs or 


expelled 


literary organizations because their 


snakes or being from 
works did not sing the praises of 
the Tsarist system. 


If the 


Pasternak were not so disgusting, it 


organized gang-up on 
would be calculated to arose hearty 
laughter, because of the comical in- 
consistencies involved. For instance, 
Doctor Zhivago, the novel which 
aroused the storm, has not been al- 
lowed to appear in the Soviet Union. 
A few copies have probably been 
made available to the more trusted 
Party hacks; but it is not likely that 
many Soviet writers have ventured 
to acquire the book by contraband 
methods. So, when one reads in a 
Tass bulletin that the 
Azerbaidjan Writers condemned Doc- 
tor Zhivago, it is obvious that most 
of them have never read it. 


Union of 


This recalls an attempt at Stalinist 
United States 


during the war. Various Communist- 


censorship in the 


infiltrated groups raised a piercing 
protest because Harcourt, Brace 
published a novel by a Russian 
writer in exile, Mark Aldanov. A 
practical joker who believed in free- 
dom of expression sent a telegram to 


“Pre- 


sume you object to scene where 


one of the loudest howlers: 


renegade commissar Goulash ridi- 
cules Stalin.” Back came the reply: 
“Other things in novel just as ob- 
jectionable as scene you mention.” 
But there was no such character in 
the book as “renegade commissar 


> 


Goulash.” It was obviously being 
condemned blindly, just like Doctor 
Zhivago at the present time. 

Had the Soviet Government, after 
insulting the Nobel Prize Committee 
by characterizing the award in its 
controlled press as “a hostile political 
act directed against the Soviet state,” 
forbidden Soviet citizens to receive 
such awards there would at least have 
been such consistency. But the award 
to three Soviet scientists for physics 
was effusively welcomed. 

Doctor Zhivago is not a political 
tract. If it were it would not be the 
genuine literary masterpiece, rich in 
human values, that it is. The hero, 
Zhivago, is not a man whose instinct 
is to get a gun and join the nearest 
White Army. He does what most of 
the Russian intelligentsia did, carry- 
ing on his work as best he can, trying 
to keep his family from starving and 
freezing. In the whole book he com- 
mits no hostile act against the Soviet 
regime. But he does not cease to 
think: and that, to the Soviet regime 
and its contemptible pack of kept 
writers, is the unforgivable sin. 

If one could pick out a key 
sentence which made the book im- 
possible, from the standpoint of the 
Soviet censorship, it is this: “What 
has for centuries raised man above 
the beast is not the cudgel, but the 
irresistible power of unarmed truth.” 

The irresistible power of unarmed 
truth. Some day, we may hope, the 
citizens of a free Russia will inscribe 
in admiration and 
repentance, on the statue of Paster- 
nak that will rise along with those 
of Pushkin and Gogol. Whatever 


pressure may be exerted on Paster- 


that sentence, 


nak now or in the future, his fame 
in literature and humanism will en- 
dure and far outlive the contemptible 
memory of his persecutors. 








A Plea for Religious Tolerance 


Christianity Among the Religions of the World. 


By Arnold Toynbee. 
Scribner. 116 pp. $2.75. 


THIs BOOK, although written by a 
historian and profoundly informed by 
historical insights, is a tract for the 
times. It is a plea to the living higher 
religions—Christianity, Islam, Juda- 
and Buddhism—to 
forget their traditional rivalries and 


ism, Hinduism 
enmities and to face one another as 
understanding friends. They should 
do this, Arnold Toynbee contends, 
face two fearful rivals. 
both 
of which worship collective human 
of God. While the 
ultimate inspiration of the Biblical 


because they 
Communism and Nationalism, 
power instead 
religions is the belief that each in- 
dividual soul has a supreme value for 
God, for Communism and National- 
ism the test of a man’s value is the 
use that Leviathan can make of him. 
While the religions have a common 
ground among them, there is no 
common ground between them and 
Leviathan. 

In order to face one another as 
the Biblical re- 
ligions must get rid of their fanati- 


friends and _ allies. 


cism. These religions see God as 
love. But at the same time their 
God is a jealous God, and so it has 
come about that each religion claims 
God and God’s love only for itself. 
In each of them there is an unre- 
solved love that 
( because 
God’s love is universal) and a fanati- 
cism that shuts out all outsiders. If 
they are not to be destroyed by 
Leviathan, Toynbee contends, they 
the fanaticism that is 


tension between 


reaches out universally 


must destroy 
within them. 

The destruction of fanaticism need 
not mean, says Toynbee, a syncretism 


of all religions. “I should say,” Toyn- 
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bee states, “that one can be convinced 
of the essential truth and rightness 
and value of what one believes to be 
the fundamental points in one’s own 
religion—and can believe that these 
tenets have been received by one as 
a revelation from God—and at the 
same time not believe that /, my 
church, my people, have the sole 
and unique revelation.” It is possible 


TOYNBEE: DESTROY FANATICISM 
for us, he says, “while holding that 
our own convictions are true and 
right, to recognize that, in some 
measure, all the higher religions are 
also revelations of what is true and 
right. They also come from God and 
each presents some facet of God’s 
truth.” His “crucial point,” says 
Toynbee, is “that we can have con- 
without 
have belief and action without arro- 
gance or self-centeredness or pride.” 

Toynbee’s plea for religious tolera- 


viction fanaticism, we can 


Reviewed by Milton R. Konvit, 


Professor of law and of industrial 
and labor relations, Cornell University 


tion and for a belief in religioy 
pluralism and multiple revelation j 
in the tradition of Locke, Jefferso, 
and Madison. It is, of course, a 
essential aspect of civil liberties. On 
should be grateful for Toynbee 
eloquent statement. But one ends th 
book with the feeling that Toynbe 
has claimed more than his proofs wil 
allow. For the problem of the com. 
petition between God and Leviathan 
remains. Even if the higher religions 
should learn to live with and respec 
one another, will it follow that Com. 
munism and Nationalism will be de 
feated and destroyed? 
among the religions may be assured, 


Coexistence 


yet the problem of coexistence be 
tween the Communist and the non- 
Communist world still will remain 
the basic challenge for mankind. 

If this challenge is to be met in 
the foreseeable future, it is not pos 
sible to set as a condition precedent 
for our success the love of Chris 
tianity for Islam and the love of 
Islam for Christianity (to name only 
Who can wait for 
such a development? 


two religions). 


Who can even wait for the time 
when Christians will love one at 
other? Roman Catholics and Prot 
estants are not moving toward om 
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another but further apart; and even 
among Protestants the ecumenical 
movement is far removed from any- 
thing that could be called a grass 
roots base. There is institutional 
jealousy, competition and suspici 

denominations 


among the various 


and sects. 


In his Table Talk, John Selden}, 


tells the following fable: The lion 
called the lamb to tell if his breath 
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had a smell. The lamb said yes, and 
the lion bit off her head for being 
3 fool. He called the wolf and asked 
him, and the wolf said no, and the 
jon bit off his head for being a 
fatterer. At last he called the fox 
and asked him. The fox said he had 
cold and could not smell. 

Another man’s religion is always 
wuspected of being a lion who is look- 
ing for heads to bite off. As long 
as the lion and the lamb cannot lie 
jown together in peace, it is wise— 
or foxy—to pretend that one has a 


cold and cannot smell. This is the 
peace of the churches today. It is 
coexistence of a sort; at least there 
are no religious wars. But there is 
no “dialogue,” there is no mutual 
love or understanding. 

This is deplorable. 


Madison was right in thinking that 


Yet perhaps 


religious diversity, precisely because 
it breeds mutual distrust, is itself 
a guarantee of liberty. 

Perhaps what one needs to think 
is best expressed in a polarity of 
propositions: Religions must seek to 


understand and respect one another; 
but at the same time one must affirm 
that religious diversity is divinely, 
as well as socially, justified: so that 
one must move toward and away 
from union at one and the same time. 
The bridge between religions must 
separate as well as connect. 

I believe that Toynbee essentially 
believes this; but his statement on 
behalf of a united front of religions 
to meet the challenge of Communism 
and Nationalism as competing faiths 
falls short of carrying conviction. 





—— 


Graham Greene. 
By John Atkins. 
Roy. 240 pp. $5.00. 


In ONE of her essays recently re- 
published, Virginia Woolf has oc- 
casion to say, “It is the custom to 
draw a distinction between a man 
and his works and to add that, al- 
though the world has a claim to read 
every line of his writing, it must 
not ask questions about the author.” 
And she continues: “A writer is a 
writer from his cradle, in his dealings 
with the world, in his affections, in 
his attitude to the thousand 
things that happen between dawn 


small 


and sunset, he shows the same point 
of view as that which he elaborates 
aterward with a pen in his hand.” 
Whether these opinions were or 
were not read by John Atkins, they 
are his too. He has acted upon them 
to such purpose that though he dis- 
cusses his subject’s works seriatim 
the begins with the slim volume of 





rd even 
menical 
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verse, Babbling April, and ends with 
the novel, The Quiet American), 
notes changes in some of them from 
romance to sordidism (he prefers 
this term to 
reality) , 


the more common 
refers to matters of tech- 


nique (he deplores “the desire to 


Selden bully reality into unnaturally stark 


he lion 
breath 
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forms” and praises “the building up 
of a succession of climaxes” for 
achieving suspense), his primary in- 
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Greene—The Man Within 


Reviewed by Max Cosman 


Contributor, “Commonweal,” 


New York 


terest is in analyzing Greene’s nature. 

In this pursuit—to those not bio- 
graphically-minded, indulgence per- 
haps might be the term—he is in- 
defatigable. Before he is through, 
we know a great deal about Greene: 
his emotional acceptance of Catholic- 
ism, his preoccupation with failure, 
his acceptance of the loyalty of love 
in a hollow world, his idiosyncratic 
outlook on matters like innocence, 
pain and cruelty. 

In all such findings Atkins is 
startlingly forthright, considering 
the fact that he is dealing with a 
person who is very much alive and 
not prone to bear with ill-advised 
probings. Perhaps it does not take 
much to write: “There is so much 
falsity in Brighton Rock we find 
ourselves marveling during the first 
hundred pages at the impression it 
has made on the reading public.” 
This is an opinion of effect and 
there are no laws against how one 
may be affected by a work of art. 

It is even still within one’s 
province to say: “The secret of 
Greene’s personality lies in his child- 
hood, as he would be the first to 
admit ... .” For such comment, too, 
carries no onus. As a matter of 
record, it is part of a corpus of 


“Herald Tribune” 


conclusions long built up about 
Greene by a host of critics on both 
sides of the Atlantic. 

But it is something else again, 
when speaking of the conflict be- 
tween sexual impulse and inhibition, 
to add: “And this conflict was to 
be the central one in Greene’s life 


forth 


most 


and literary career, bringing 
his most tortured work, his 
passionate intensities and his most 
reprehensible falsities.”” Here we have 
entered into the personal with a 
Hitchcockian bang. Nor are the 
reverberations lessened by repeti- 
tions of the charge on other pages, 
to wit: “Greene gives Pinkie [a 
character in one of the novels] an 
attitude to sex that he may have 
skirted himself by that time .. . .” 
and “The most superficial reader 
cannot help noticing that Greene 
has an obsession, ranging from mild 
to fierce, on sex.” 

It is to Atkins’s credit, however, 
that his forthrightness does not limit 
itself to others. He is quite ready 
to subject himself to it as well. He 
certainly makes as startling a state- 
ment as you can find in a scholarly 
work when he states that he tried 
to persuade someone to break into 
Greene’s flat to get hold of some 
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personal publication. The implica- 
tion is, it would seem, that subject 
to duty a biographer must not 
hesitate even if he has to stoop to 
subornation of decency. 

Such concept of ethics brings up 
the whole question of biocriticism, 
Atkins’ designation for the weaving 
of work and life in the manner of, 
as he lists them, Lytton Strachey, 
Hugh Kingsmill, Peter Quennell and, 
by inference, himself. Though the 
process is revealing and probably 
essential for a full understanding 
when applied to authors safely dead, 
comments Atkins melancholically, it 
is “a tasteless practice, to say the 


least,” when applied to living writers. 

Tasteless or not, it has not pre- 
vented him from combining what is 
generally known of Greene with that 
which comes from his own acute 


insights into the material. The point 
that Greene’s talent is imaginative, 
not inventive, comes readily to mind, 
and also that his success in portrayal, 
oddly enough, is limited to that of 
common women. 

If The Art of Graham Greene by 
Allott and Miriam Faris 
may be said to be a study of crafts- 


Kenneth 


manship and Graham Greene and the 
Heart of the Matter by Marie- 
Béatrice Mesnet an exercise in re- 


ligious interpretation, then Graham 
Greene by Atkins must be called , 
popular but significant course jn jp. 
struction on a writer as seen behing 
his books. It is lively, thorough, 
enjoyable. And useful too, as thog 
who intend to read Greene’s lateg 
assault on our cockeyed world, Oy 
Man in Havana, will find. For it cay 
orient what is otherwise a routine 
melodrama, and tune up undertones 
which, not heard, are lost in space, 
Of course it can do something els 
too, and that is make Greene the 
writer the most important character 
in what he pleases to call an enter. 
tainment. 





The Shaping of America 


Reviewed by Hans Kohn 
Professor of history, CCNY: 
author, 


The Americans: 
By Daniel J. Boorstin. 
Random House. 434 pp. $6.00 


THIS VOLUME, the first of a pro- 
jected three-volume reinterpretation 
of American history, covers the 
period from the first English settle- 
ments on American soil to the War 
of Independence. By background and 
training, the author is well qualified 
for this original and fascinating un- 
dertaking. Born in Georgia, raised 
in Oklahoma, a student at Harvard 
and Yale, and now a professor in 
Chicago. he knows the U. S. from 
within. But he also was a student at 
Balliol College in Oxford and passed 
the bar examination in Massachusetts 
as well as at the Inner Temple in 


London. 


He is not a historian in the 


The Colonial Experience. 
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narrow, traditional sense: religion, 
science, law, language, customs and 
ideas occupy as central a place in his 
and presentation as do 
diplomacy and warfare. 

Boorstin believes that the Ameri- 


research 


can character and way of life were 
shaped in the colonial period. Many 
North 


American settlements as a fulfillment 


envisioned the 


Europeans 
of European dreams. But Boorstin 
points out that “America began as 
a sobering experience. The colonies 
were a disproving ground for uto- 


” Dreams made in Europe were 


pias. 
transformed by the American reality. 
The new civilization was not a reali- 
zation of purposes brought over from 
Europe, but an unsettlement of the 
ways of the old world. “What made 
the immigrants American was not 
what they sought but what they ac- 
complished.” 

This discrepancy between the vision 
and the reality is brilliantly illus- 
trated by a penetrating analysis of 
the experience in Massachusetts Bay, 
in Pennsylvania, in Georgia and in 
Virginia. The real spiritual wealth of 


“American Nationalism” 


did not of the 
principles and convictions which the 
immigrants brought with them, but 
out of the spontaneity and the ex. 
perimental spirit opened up by the 
possibilities of the world. 


“American possibilities were not the 


America grow out 


new 


same as European impossibilities; 
they had a character all their own 
Even to dream fruitfully of the life 
here, it was necessary to compound 
the English dream with the Ameti- 
can experience.” Throughout his in- 
terpretation, Boorstin 
contrasts between the culture of 
Europe and that of the United States. 
“In America what seemed to be 
needed was not so much a new 
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many fiel 
among th 
the settler 
All the 

integrated 
tation of 
American 
Boorsti: 
yocative 
one can d 


Miss Alce 
By Varjc 
Doubleda: 


NINETY 
was writt 
young, th 
is remote 
youngster 
who can 
tions of 
phenomer 
May Alce 
and her 
But she h 
weighs all 
a novelist 
rules, can 
vival—she 
characters 
and clear 
tative ep 
effortless) 
be high a 
minds ins 
these liter 
that she 
right and 
the best 1 





variant of European schools of phi- 
losophy as a philosophy of the un- 
expected.” What America demanded 
was an open mind. It trusted experi- 
ence more than learning. In many 
ways which come to life in Boorstin’s 
highly readable study, the learned 
men lost their monopolies in the ne 
world. 

In his analysis of the colonial ex 
perience Boorstin branches out into 


The New Leade 


have a 
a much 
yet had. 
But Le 
daughter 
— has | 





editors; 
Cheney, 
journals 
monumen| 
the origir 





Novembe: 








raham 
illed 
in in. 
behind 
rough, 
. those 
latest 
1, Our 
it can 
‘outine 
*Ttones 
space, 
ig else 
ne the 
aracter 
enter. 


of the 
ich the 
m, but 
the ex- 
by the 
world. 
not the 
vilities; 
r own. 
the life 
npound 
A meri- 
his in- 
es the 
ure of 
States. 
to be 
a new 
of phi- 
the un- 
nanded 
experi- 
1 many 
orstin’s 


many fields. Not the least rewarding 
among them is the new approach of 
the settlers to warfare and diplomacy. 
All the different aspects are well 
integrated into a unified reinterpre- 
tation of the roots and character of 
American civilization. 

Boorstin’s point of view is pro- 
yocative and controversial. But no 
one can deny that The Americans is 


a major work, an original contribu- 
tion in a field which in the last 60 
years has abounded in great research 


and scholarship, a book equally 
stimulating for the historian and for 
the general reader. So many of the 
questions which Americans ask about 
themselves and which trouble the 
foreign observer are answered here. 


In little more than 350 pages, and 





in a language unencumbered by so- 
ciological and psychological jargon, 
Boorstin presents a vivid and memo- 
rable picture of the “American way 
of life,” pointing up its singularity 
and its roots in the American experi- 
ence. 

Readers will look forward to the — 
two subsequent volumes which will 
carry the story to the present. 





Miss Alcott of Concord. 
By Marjorie Worthington. 
Doubleday. 330 pp. $4.50. 


NINETY YEARS after Little Women 
was written it can still enthrall the 
young, though the world it pictures 
is remote as Lyonesse from modern 
youngsters. experience. An author 
who can thus transcend the limita- 
tions of time and society is a 
phenomenon worth studying. Louisa 
May Alcott was preachy, prejudiced 
and her writing was often stilted. 
But she had the one gift which out- 
weighs all defects, and without which 
a novelist, however attentive to the 
rules, can never hope for long sur- 


Her 


introduced 


vival—she could tell a story. 


characters are quickly 
and clearly differentiated; one nar- 
tative episode leads smoothly and 
effortlessly to the next. This may not 
be high art, but it is life, and young 
minds instinctively recognize it. To 
these literary qualities add the facts 
that she had salty wit in her own 
tight and knew intimately some of 
the best minds of her day, and you 


have a personality which merits 
a much closer study than it has 
yet had. 

But Louisa Alcott — competent 


daughter of an incompetent father 





learned 
the ne 


nial ex 
yut into 






Leader 


— has not been well served by 
editors and biographers. Ednah 
Cheney, who edited the letters and 
journals in 1928, was evidently a 
monument of discretion. Doubtless 
the originals often used initials in- 
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Teen-Age Biography 


Reviewed by DeLancey Ferguson 
Former Chairman, Department of 


English, Brooklyn College 


stead of full names, but Miss Cheney 
identified the 
people, and may have added more 


seems not to have 
initials on her own account. A serious 
biographer might be expected to seek 
out the original manuscripts. Failing 
access to these, there are other re- 
sources. Thus Louisa mentions the 
U. S. C. S. Magazine. Instead of 
consulting the Union Serial List in 
public library, Miss 
Worthington remarks blithely, “what- 
ever that was,” and passes on. So 


the nearest 


far as her bibliography shows, she 
did not even examine such obvious 
letters or 
Townsend Scudder’s Concord: Amer- 
ican Town. 


sources as Emerson’s 


Interpretative biography, though, 
is possible without manu- 
scripts. An author might even claim 
a right to be judged by his published 
works and not by his private opin- 
ions. But here again Miss Worthing- 


using 


ton ducks the question. Apart from 
a brief discussion of the unsuccessful 
novel, Moods, and a brief eulogy 
of Little Women, there is no real ap- 
praisal of Louisa’s work, though the 
itinerary of her first European tour 
gets a whole chapter. Yet the themes 
and ideas of her voluminous fiction 
are worth study. They do more than 
reflect the tastes and standards of 
the years in which they were written; 
being so widely read by children, 
they shaped, genuinely though in- 
tangibly, the basic social ideas of 
the next generation as well. 

If Miss Alcott of Concord is in- 
tended for teen-agers, such criticism 
as this amounts to breaking a butter- 
fly. But no such limitation is any- 
where made, and Miss Worthington’s 
novels are written for adult readers. 
If this excursion into biography is 
also for adults, it must be judged 
accordingly. 
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LADIMIR ASHKENAZY, the latest 
Vi in the international piano 
sweepstakes, made his American 
debut in Washington some weeks ago 
with the National Symphony under 
the direction of Howard Mitchell, 
and performed like a thoroughbred. 
Ever since he won first prize at the 
Brussels International Contest in 
1955, the press of Europe has been 
rhapsodizing about his playing. It 
is easy to see why. 

Rather than choosing one of the 
thunderous, flashy warhorses beloved 
by the players who want to make 
a quick impression, Ashkenazy took 
a much more dangerous course. He 
chose the Chopin Concerto No. 2 in 
F Minor, an extremely difficult piece 
to play really well because of its un- 
ostentatious poetry and subtle shadi- 
ness. He approached the concerto 
with a deftness of touch that made 
the piano respond with a sweetly 
eloquent tone that is altogether too 
rare, and always managed to con- 
vey a sense of restraint that made 
the piece both moving and beautiful. 

For those who will not be fortunate 
enough to hear Ashkenazy on his 
(at the 


moment, the State Department is 


current cross-country tour 
being cross about the cities—and 
even boroughs—that he will be al- 
lowed to visit), Angel has 
released a stunning recording 
(D35403) of the same Chopin con- 
certo in which Ashkenazy is backed 
up by the Warsaw Philharmonic 
Orchestra conducted by Z. Gorzynski. 
I have never been among the most 
fervent admirers of Chopin, but 


after hearing Ashkenazy, both in the 


just 


By Hibbard James 


Viadimir Ashkenazy 
& Samuel Barber 


flesh and on record, I am prepared 
to revise my ideas a little. 

The only caveat that one or two 
had about 
Ashkenazy’s playing was that his 


critics seem to have 


restraint might actually 
mask an inability to play 
powerfully. Such cases are not un- 
known; in the case of the baritone 
Gerard Souzay, his apparent restraint 
turns out to be the lack of a decent 
forte. Any such doubts can be quick- 
ly dispelled by listening to another 
Ashkenazy performance on Angel. 
On this disk (35647), Ashkenazy 
plays such diverse pieces as Liszt’s 
Mephisto Waltz (flashy enough to 
appease the most exacting), Rach- 
maninoff’s Variations on a Theme of 


seeming 
more 


Corelli and the Prokofiev Sonata 
No. 7 in B Flat. This is one of three 
recordings Ashkenazy made for 


Angel in Berlin, and they are enough 
to establish him as a coming major 
figure in the world of the concert 
piano. He has also recorded the 
Concerto No. 2 which I 
haven’t heard yet. Ashkenazy is only 


Brahms 


21, and if he continues to develop at 
his present rate and Van Cliburn 
doesn’t learn some new numbers, I 
am afraid the Russians will be ahead 
of us in pianists as well as sputniks. 


OVING from the piano to grand 
Mi. a complete recording 
of Samuel Barber’s Pulitzer Prize 
Vanessa has been issued by Victor 
(LM 6138). Conducted by Dimitri 
Mitropoulos and featuring the stars 
of the original cast at the Metropoli- 
tan, the recording shows the same 
strengths and weaknesses as_ the 





stage version, though it lacks th 
visual impact provided by the Cegj 
Beaton sets and costumes. 

I think Barber has written an e, 
cellent and sensitive score. but it js 
only rarely that the music of » 
opera triumphs over a weak libret, 
(and don’t write in about The Magi 
Flute—Barber is no Mozart), ané 
that is exactly what Gian-Cay) 
Menotti provided him with. Th 
story line is vaguely Chekhovigy 
Chekhov’s 


character, and the one real crisis 


without insight int 
of the opera—the attempted suici& 
of Erika—turns out to be basicalh 
phony. 

By and large, the music improve 
on rehearing. With no visual dis 
tractions, it is possible to concentrate 
on Barber’s skill as an orchestrator, 
and many interesting effects show up 
more clearly on the recording than 
in the opera house. 

With one notable exception, the 
opera’s cast remains excellent. When 
I first heard Vanessa, I had con 
siderable reservations about the per- 
formance by Eleanor Steber. On the 
recording, I have no reservations at 
all: Her performance of the title 
role is just short of a disaster and 
quite frequently succeeds in com 
pletely dissipating the fragile mood 
that the librettist and compose 
work so hard to build. The other 
singers make ample restitution, how. 
ever, and I find it hard to imagine 
that the performances of Rosalind 
Elias and Gioggio Tozzi could k 
improved upon. Their interpretations 
of the rather stock young niece and 
the aging, Chekhovian family doctor 
go a long way toward overcoming 


the handicaps imposed by Mis 





Steber’s blowzy bleating. 

In spite of my uncharitable feel- 
ings about the lady, the recording] 
is technically excellent and well worth 
hearing. If Barber has not yet fully 
mastered the exacting requirements 
of a completely successful opera, he 
still gets an “A” for effort, and 3 
vote of thanks is due Victor for 
the recording and to the Metropolitan 
for keeping it in the repertoire. 
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SHIPLEY 


Comes a Day. By Lamkin. Di- 
rected by Robert Mulligan. Presented by 
Cheryl Crawford and Alan Pakula. At the 
\mbassador Theater. 

Salad Days. By Julian Slade and Doro- 
thy Reynolds. Presented by Nicholas Ben- 
: Flink. At the 


Speed 


ton and Stanley Barbizon- 
Plaza Theater. 

La Plume de ma Tante. By 
Robert Dhery. Music by 
English lyrics by Ross Parker. Presented 
by David Merrick and Joseph Kipness. At 
the Royale Theater. 

Repertory for Children (Arabian Nights, 
Peter and the Wolf, The Red Dragon). 
The Merri-Mimes. Blanche 
Marvin. Saturday afternoons at the Cricket 
Theater. 


and with 


Gerard Calvi. 


Presented by 


i THEATER this year, following 


the advice of Leslie Fiedler. has 


certainly been crying No! To 
Gian-Carlo Menotti’s recent Maria 


Golovin, the audience echoed the cry. 
There are roses and violets in the 
music-drama: the audience preferred 
forget-Menotti. 

Next night Comes a Day sent 
Freud crawling even deeper into his 
the 
leered out to punish the children. 
Isabel Lawton had left the aviator 
she loved to marry security. Then 
wealthy Charley Lawton “played her 
dirty’—he lost his fortune. In the 
decaying mansion of their former 
prosperity, instead of helping daugh- 


grave, as sins of the mothers 


ter Caroline marry the salesman she 
loves, Isabel pushes her into the arms 
of the wealthiest up-and-comer of 
the community. Charley meanwhile 
has taken to drink, to escape his 
bitter wife’s nagging. Their teen-age 
son is a rebellious uncouth semi- 
delinquent. 

The man Isabel has picked for her 
daughter, Tydings Glenn, has cut off 
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Freud, Frolics and 


Children’s Fun 


the head of the Lawton boy’s pet 
crow and drowned a dog in a bath- 
tub; and his first wife drops in to 
warn the new bride of his perverted 
taste in sex. It seems Tydings’ mother 
was a whore, and what he had hated 
in her must be expiated through all 
the women he meets. In spite of 
Isabel’s learning this, he would get 
her daughter too—save that in the 
dramatic nick o’ time he gets a fit 
on the Lawton lawn and the finally 
shocked Isabel phones for the police. 
Caroline runs off to marry the sales- 
man, with whom she has been spend- 
ing her weekends. The boy, to show 
that he forgives his mother, picks up 
his algebra book. 

The tone of the play is set in al- 
most the opening words, as the son’s 
pal queries: “Did you ever see your 
sister naked?” “Naw.—Who wants 
to see his own family naked?” Again 
Freud would wince; but the rest of 
the play tries to strip their souls. 
There is sex enough in the tale, but 
no warmth of human sympathy in 
the telling. Judith Anderson as usual 
is intense, but to less than usual ef- 
fect. Nearest to touching is Arthur 
O’Connell, as the ineffectual Charley. 
As the sick sadist, George C. Scott 
makes his trouble unmistakably clear. 
The audience shudders throughout. 

It is a relief to turn to two light 
revues, roundabout come to New 
York. Salad Days, from England 
via Canada, is a fresh and frolicsome 
fancy, which takes two youngsters 
from college to work, marriage and 
flying saucers. Their work is to play, 
in the London parks, a piano that 
makes all hearers dance. The dozen 
actors have flimsy material to work 


with, but they work with a light- 
handed humor that runs from mim- 
ing to word-play, in a medley of 
merriment and magic. Salad Days 
has been given a gay dressing and 
is a delightful dish. 

La Plume de 
Paris via London, is a more crack- 
Blackouts 


flit by: a man up the steps to board 


ma Tante, from 


ling, rapid-fire review. 
a plane. but there is no plane, so 
he twirls his bow tie and takes off. 
\ hen cackling from its egg; a 
tramp wakes up: it’s his bald head. 
Two workers at a manhole: one 
down, one delaying girls for the 
worm’s eye view—along comes a 
Scot in kilties. I shan’t tell what 
happens at the Paris street latrine. 

Some of the longer sketches are 
tiresome or tawdry, like that of the 
man who comes to be fed just as 
the restaurant is closing: or the 
that catches the 

but little else 
either American or French. Very 
funny indeed is the full-dress ball 
with incongruous dancing couples 
and parts of costumes that change 
wearers as they flow. Another high 
point: the monks Fréres 
Jacques) pulling chimes-ropes shuf- 
fle into a galumphing dance. And 
Robert Dhery, organizer and M. C. 


striptease satire 


ecdysiast’s zipper 


(Les 


of the evening, is so genial a comic 
we can almost forgive his lapses. 
In spite of gloom and lapses, I 
believe in the theater. I feel that one 
way of restoring drama to its place 
as a positive force in our lives is 
through the early development of the 
habit of playgoing. Off-Broadway 
groups must foster this. It is en- 
couraging to find tots four years of 
age and older delighting in the work 
of Blanche Marvin’s Merri-Mimes. 
To watch them (already inured to 
movies and television) wide-eyed be- 
fore real persons and imagined props 
playing stories of the Arabian Nights, 
is a delight. The freshness of fancy 
in the production responds to the 
freshness of response in the new 
audience. This is a better aspect of 
youth than what recent playwrights 
have been plucking out of Freud. 
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DEAR EDITOR 





PASTERNAK 


As a NEW 
Leaper of November 17 (“Spanish Falange At- 


postscript to my article in THE 


tacks Pasternak”), | would like to add_ the 
following bit of news which is not without 
irony. It has just been announced here that 
Boris Pasternak’s novel, Doctor Zhivago, has 
been translated into Spanish and will be 
brought out by a Barcelona publisher. 

Now, the novel that “got away” before the 


Soviet censors could make up their minds about 
it will have to go through the censorship chan- 
nels in authoritarian Spain. It is standard pro- 
cedure here that nothing may be printed unless 
the 
Doctor Zhivago, therefore, will have to run the 


it has been cleared first by authorities. 


gauntlet of the censor’s blue pencil just as 
the works of Spanish authors have to do. 

The chances of Doctor Zhivago emerging un- 
the look 


that in view of 


scathed from ordeal pretty good, if 


the 
gime’s vaunted anti-Communism whatever is of- 


one assumes Franco re- 
fensive to the Soviet dictatorship ought to be 
the 
validity of such reasoning remains to be tested. 


worthy of consideration here. However, 
Spain’s censorship is variable, sometimes leni- 
ent, more often not. It is impossible to say at 
this point whether such sentences as the follow- 
ing will survive in the Spanish edition: 


“Men 


idealize their bondage. So it was in the Middle 


who are not free, he thought, always 
Ages, and the Jesuits played on this.” 


In Spanish literary and intellectual circles 
there is plenty of sympathy for Pasternak in 
But on the official 


in the Soviet writer is still tempered with dis- 


his trouble. level interest 
approval: in the view of the Franco regime, 
evasion of censorship is not to be commended, 
whatever the circumstances. 

How this will affect the Spanish edition of 
Doctor Zhivago remains to be seen. 


Vadrid RicHarp Scott MowRrer 


Italian writers and intellectuals at large have 
expressed indignation and anger at the way 
the author of Doctor Zhivago has been treated 
in his own country. Individually and through 
their organizations, including the Italian Writers 
Guild, they the 
the Soviet authorities forcing Boris Pasternak 


have condemned decision of 
to give up the Nobel Prize. 

More than 300 Italian writers, artists, journal- 
ists and intellectuals—including Ignazio Silone, 
Elio Paolo Milano, art 
torian Lionello Venturi, publisher Livio Gar- 


Vittorini, critic his- 
zanti, jurist Vincenzo Arangio Ruiz and mu- 
seum director Palma Bucarelli—-signed an ap- 
peal published in the Rome weekly, // Mondo, 
under the title “An 


The 


to Civilization.” 
the 


Insult 


Soviet authorities, said manifesto, 


have launched 


against one man, a writer, th 
most violent campaign of threats and abuy 
seen in the Soviet Union since the Stalin erg 


\s European free intellectuals the signatories 


condemned Pasternak’s treatment as an_ insyh 
to universal culture and, consequently, as gp 
insult to them personally. They invited the free 
men of the world to sever all connections with 
all those under the jurisdiction of the Sovie 
state who publicly persec uted Pasternak, unt 
Pasternak is once more granted, formally and 
actually, the right to work and participate jp 
the world’s cultural life. 

(side from this formal appeal, outstanding 
Italian intellectuals of all political leanings 
including Communists, participated in a round 
table discussion of the Pasternak case on th 
Italian radio and television network. The Com 
munists, of course, found themselves in a par 
ticularly embarrassing position, since, on the 
found it difficult to justify the 
humiliation and persecution of Pasternak, but, 


one hand, they 
on the other, they had to toe the Party line 
somehow. One of them rather lamely quote 
Manzoni, saying that he would like to see ; 
world without persecutors and persecuted. 
The Communist intellectuals, as well as the 


Communist and pro-Communist press, are the 


only ones in Italy today who try to justif 
the present Soviet attitude to Pasternak and 
his Nobel Prize award. However, there are a 


number of Italian intellectuals who remain in 
thus far, 
Privately they 
may be willing to concede that Pasternak has 
been treated 


political no-man’s land, who have. 


refused to commit themselves. 
fashion, but 


they don’t want to say so publicly. Some 


in a most shameful 


them may still decide to sign the I] Mond 
appeal. 

The attitude of these intellectuals, who eithe 
belong to the professional anti-anti-Communist 
or for professional or financial reasons do mt 
want to take sides against the Soviet Unies. 
will be one of the issues to be discussed ats 
writers’ conference which the Italian Congres 
for Cultural Freedom plans to hold before the 
end of this year. 


Rome SENIGALLI 


GREECE 


At the time of the Truman Doctrine, there 
were a few men who argued (I believe Dwight 


Sitvio F. 


Macdonald was one of them) that intervention 
in the Greek Civil War would be futile, tha 
a social revolution was inevitable and that th 
Communist-led wartime guerrilla movement wa 
already, for better or worse, at the head of i 
Now, the report on Greece by John P. Caps 
(NL, November 10) confirms the fact that ant 


Communist military intervention alone cannq 


The New Leade 





THe Ne 
criticism 
letters 


make a ¢ 
Greek pol 
seriously a 
This is | 
was, lpso 
panied by 
manner ol 
refusal to 
it might h. 
stead, by « 
the country 
the arms ¢ 
way for th 
1950s. Un 
reflect that 
not interve 
ized under 
as were m 
have eithe 
where dem 
gressives St 
ists once tl 
followed 
against Sta 
the Soviet | 
movement, 
and Poland 
(Orthodox ) 
The seco) 
most likely 
1949 purge 
ship), but 
the way fe 
her antique 
contrast, th 
tary interve 
actionaries 
more than ; 
And should 
Khrushchev’ 
nental miss 
intervening 
intervention, 
the atomic 
Once aga 
lary maneuy 
based on 1 
form. 
Veu York ( 





CHAI 


At lea 
quired 
Include 


71 





Vovembey 








r, the 
abuse 
1 efa 
‘tories 
Insu 
as an 
e free 
> with 
Soviet 


unt 


inding 
nings 
roun 
on the 
» Com 
a pa 
on the 
ify the 
k, but 
y line 
quoter 
see 
ad. 
as the 
are the 


justify 
ak am 
» are a 
nain in 
us far, 
ly they 
nak has 
ion, but 


ome ¢ 


Vond 


‘0 either 
um unist+ 

do mM 

Union 
sed at 2 
Congres 
fore the 


NIGALLIA 


ne, there 
> Dwight 
erventior 
tile, tha 
that th 
ment wa 
sad of it 
P. Caps 
that ant 
e cane 


Lead 





Tue New Leaver welcomes comment and 
criticism on any of 
letters should 


features, but 


not exceed 300 words. 


nake a country healthy; in this 


Greek polic y 


sense, oul 


may be said to have failed as 


vriously as our China policy. 
This is not to say that the intervention itself 


Had it 


social reforms in the 


was, ipso facto, wrong. been accom- 
panied by thoroughgoing 
manner of MacArthur in Japan and a steadfast 
deal with the Greek 


led to a better set of affairs. In- 


refusal to reactionaries, 
it might have 
embracing the elements in 


stead, by greediest 


the country and driving most progressives into 


the arms of the Communists, we prepared the 
way for the new Communist threat of the 
1950s. Under these 
reflect that it might 


not intervened. In 


late 


circumstances, we must 


have been better had we 


that case, a Greece organ- 


zed under a Popular Front government in 1944 
as were most of the European countries) might 
have either (1) taken the 


path of Finland, 


where democratic socialists and agrarian pro- 
gressives succeeding in expelling the Commun- 
ists once the economy had been restored; (2) 
followed Yugoslavia in the post-1948 revolt 
against Stalin; or (3) become a leader, within 
the Soviet bloc, of the post-Stalin revolutionary 


novement, lending crucial support to Hungary 


and Poland and putting additional pressure on 
Orthodox) Bulgaria and Rumania. 

The second of the three alternatives appears 
nost likely in retrospect witness Stalin's 
199 purge of the Greek 


ship), but any of the 


(as 


Communist leader- 


three would have paved 


the way for modernizing Greece and ending 


her antiquated and vicious class 


ontrast, the 


struggle. In 
policy which was pursued—mili- 
tary intervention in collaboration with the re- 
bloodletting, 
first intervention. 
Greek Civil War. 


bombs interconti- 


actionaries—can only lead to new 


more than a decade after the 
And should there be 


Khrushchev’s 


a new 
hydrogen and 
will make our about 
intervening a lot more difficult than the original 
intervention, U.S. had 


nental missiles decision 


undertaken when the 


the atomic monopoly. 


Once again, Greece demonstrates that mili- 


lary maneuvers are no substitute for a policy 





based on militant democracy and social _re- 
form. 
Vew York City Grorce Hyas 
CHANGING YOUR ADDRESS? 
At least three weeks’ notice is re- 


quired for all changes of address. 
Include your old address—or address 
label. 


Subscription Department 


NEW LEADER 
7 E. 15th St., New York 3 











Vovembey 


24, 1958 








Living With Tyranny... 


HUNGARY UNDER 
SOVIET RULE Il 


A SURVEY OF DEVELOPMENTS 
From September 1957 to August 1958 


Editorial Committee 


Adolf A. Berle Jr. Leo Cherne 
Clare Boothe Luce 


Copies may be obtained for $1.00 
from the 


American Friends of the Captive Nations 
510 Madison Avenue, New York 22, N.Y. 


(Bulk rate to organizations) 








4 PD | 





.. J 





EUROPE 


We'll see the usual, plus North Africa, Yugosiavia, pest 

Germany, Czechosiovakia, Beriin and Denmark. A 

priced, different kind of trip for the young in spirit pa 

see t want te be herded around. Also shorter trips: 4 to 
; 3 age groups, 


EUROPE SUMMER TOURS 
255 SEQUOIA (Box L) Pasadena, Calif. 


mr FOX fim 35 








STARTS TOMORROW! 


“DAMN YANKEES” 


GWEN VERDON * CoLor 
eee FLIGHT" Ray Milland 









You are invited to join 
The WORKMEN'S 
CIRCLE 


("‘Arbeter Ring'') 
America’s great fraternal 


insurance society 
.* 
Insurance pretection for your 
family and identification with 
the liberal tradition of 
American Jewish life 


. 

—70,000 MEMBERS— 
English-speaking branches all 
over N. Y, C, 
Licensed in 30 states and In 
Canada 
7 


INSURANCE & BENEFITS 

evallable at surprisingly low 
cost: 
e Medical-Surgical (45 years of group 
medical experience) « Hospitalization 
pian e Cemetery and Funeral benefit 
e $i, Tuberculosis Benefit « Dis- 
ability Benefit e Life insurance of 
$100 to $5,000 in various forms. 


. 
\==e=82 CLIP AND MAIL 2mm 
The Workmen's Circle N.L. 


175 E. Broadway, New York 2, N. Y. 
PLEASE SEND LITERATURE 























THEATER PARTIES 


All trade union and fraternal or- 
ganizations are requested when plan- 
ning theater parties to do so croup 
Bernard Feinman, Manager of The 
New Leader Theatrical Department, 
7 East 15th St., N.¥.C. Phone: 
Algonquin 5-8844. 















Orchestra. 


RADIO CITY MUSIC HALL 


Showplace of the Nation « Rockefeller Center » Ci 6-4600 


JEAN SIMMONS 


“HOME BEFORE DARK” 
DAN O'HERLIHY - RHONDA FLEMING - EFREM ZIMBALIST, JR. 


Screenplay by EILEEN and ROBERT BASSING 
Directed by MERVYN LeROY-AMERVYN LeROY PRODUCTION 
A Warner Bros. Picture 
ON THE GREAT STAGE 
“MASQUERADE”’ 


Bright colorful spectacle, with the Rockettes, 
Corps de Ballet, guest artists, and Symphony 




















THE MURDER TRIAL THAT 
SHOCKED THE WORLD! 


FIGARO, INC presen: 






SUSAN HMAYVVARIO 


ee want fo Lives 







tas Open 9:45 A.M. “VICTORIA 


Late Film 12:35 A.M B'way & 46th St. 








Hy Day Sunday + 


FREE PARKING + After 6 P.M. Weekdays 
HIPPODROME GARAGE 
6th Ave. ° 44th St. 





23 











1958 Ninth Annual 
TAMIMENT BOOK AWARD 


to 


CaS 


JOHN KENNETH GALBRAITH poner ore appear a 


for his book 


The Affluent Society 


Presentation Luncheon 


Saturday Jade Room 
December 13, 1958 Waldorf-Astoria Hotel 
12:30 P.M. New York 


SPEAKERS 


Paul H. Douglas 


United States Senator, Illinois 


Dr. George N. Shuster 


President, Hunter College 


The Tamiment Institute, 7 East Fifteenth Street 
New York 3, N. Y. Algonquin 5-7333 




















on er | “tet 


biti ® 











Cover photo: Aerial view of Sao Paulo, Brazil 












id 
————— SQ 





—_—_ — 














The U.S. and kK kkk KKK kK 
LATIN AMERICA’S ECONOMY 


kok kk kk kk Ke & By W. S. WOYTINSKY 


CONTENTS 

Raed Che QAR cccccvccccecesecsccccccceseccessceeoess 4 

I  : .cseueebeeesecebousenetseeeseeeeekesbeantann 5 

6; BSE FRIIS 6 cc ccccccccccccccccesivessosnentnese 6 
Poverty and Abundance, 6... . Per Capita Income,7.... 
Industrialization, 8 . . . . Rate of Progress, 11. 

SD, Tie Gets TERED occ ccccceccccvccccescerivcsiescds 12 
Beginning of the New Era, 14 

3. Problems of Economic Growth ..............00eeeeeeeees 16 
Capital, Clue to Prosperity, 16 .. . . Four Obstacles to Progress, 
18.... Dictators, 18 .... Inflation, 20.... Illiteracy, 22.... 

The Dual Economy, 24. 

ST Oe FD Ge cc cc cccdcccsesesccecssvesnccnces 25 
Foreign Trade, 25 . . . . The Geographical Pattern, 27... . 
Foreign Capital, 30 . . . . The Role of U. S. Private Capital, 32 
.. . » The Eximbank and the U. S. Government, 34... . The 
World Bank, 34 . . . . Current Supply of Foreign Capital, 35 
.... U.S. Technical Assistance, 36 ....UN and OAS Techni- 
cal Assistance, 40... . Summary, 42. 

5. U. S. Policy in Latin America ...............202eeeeeeees 43 
False Accusations, 45 . . . . Fallacies of U. S. Policy, 46.... 
Global Strategy, 46 . . . . Promotion of Exports, 47 . . . . Promo- 
tion of U. S. Investments, 49 . . . . Promotion of Economic 
Slogans, 50... . The U. S. Goal, 51 . . . . Latin American 
Requests, 52 . . . . Prices and Tariffs, 53 . . . . Private Invest- 
ments, 54... . Foreign Aid, 55 .. . . Economic Aid, 57.... 
Technical Assistance, 58 . . . . Economics and Politics, 60. 


Appendix: Basic Facts About Latin American Countries ....... 


About the Author 


W. S. WoyTinsky has been one of the leading economists of the Westem 
world for nearly four decades. Trained at St. Petersburg University before 
World War I, he worked in Berlin and Geneva before coming to the United 
States in 1935. Here he has served the Federal Government (in cial 
capacities) as well as several private research orgainzations and Johns | 
Hopkins University. An extended tour of South Asia led to a 1956 New | 
LEADER series on “India: Awakening Giant,” FOI 
later published in book form by Harper's. An 
eight-month research and lecture tour of Latin 
America is responsible for this booklet. 

Born in St. Petersburg in 1885, Woytinsky 
as a student became a member of the Russian 
Social Democratic Labor party. Though at first 
he sympathized with the Bolshevik wing led by 
Lenin, he assumed an independent position be- 
fore World War I. Imprisoned by the Tsarist | 





Government in 1908, he wrote a highly influen- 

tial novel on prison life, then spent nine years 

in Siberian exile. Liberated in the March 1917 

WOYTINSKY democratic revolution, he served the moder t 

ate Provisional Government before Lenin’ 

seizure of power and the independent Social Democratic Government of \ 

Georgia until its conquest by Lenin’s forces in 1922. An economic writer in r 

Berlin from 1922 to 1928, he was director of statistics for the German ¢ 
General Federation of Labor during the last five years of the Weimar 

Republic, then worked for a year with the International Labor Office in c 

Geneva. While in Germany, he produced a seven-volume encyclopedia of i 

statistics, The World in Figures. p 


Dr. Woytinsky’s U.S. Government service includes work with the Cen- 
tral Statistical Board (1934-35) and seven years as principal consulting 
economist to the Social Security Board (1941-1947). Between 1935 and 
1941, he worked with the committee on social security of the Social Science 
Research Council. In 1947, Dr. Woytinsky became research director of the 
Twentieth Century Fund and research professor of economics at Johns 
Hopkins University. 

Among his books are Social Consequences of the Economic Depression 
Labor in the United States, Three Aspects of Labor Dynamics, Earning 
and Social Security in the United States, and Employment and Wages in the 
United States. With his wife, E. S$. Woytinsky, he wrote World Population 
and Production and World Commerce and Government. 


+ 











stern 
efore 
Nited 
rious | 
Johns 
NEw 
lant, j 
s. An } 
Latin 


tinsky 
ussian 
at first 
led by | 


on be- | 


Tsarist 
nfluen- 
> years 
1 1917 
moder. 
Lenin’ 
nent of 
riter in 
yerman 
W eimar 
)ffice in 
yedia of 


he Cen- 
nsulting 
935 and 
Science 
or of the 
it Johns 


pression 
Earning 
es in the 
»pulation 








FOREWORD 


HIS is a report on the eight-month trip my wife and | took 
Ti Latin America in 1957-58, under the auspices of the 
State Department exchange of specialists program. We visited 
15 countries: Colombia, Ecuador, Peru, Bolivia, Chile, Argen- 
tina, Uruguay, Brazil, Puerto Rico, Haita, Jamaica, Cuba, Mexi- 
co, Guatemala and El Salvador. We lectured or held seminars, 
round-table discussions and conferences in 36 cities, including 
most of the university centers south of the Rio Grande. In all 
these cities we met with economists, Government officials, 
journalists, businessmen and labor leaders. The U. S. Em- 
bassies, Consulates, ICA missions, information services and 
binational institutes generously helped us in establishing con- 
tacts with local people and gathering printed materials. Local of- 
ficials and intellectuals were equally generous in the frankness 
with which they discussed their problems with us. We did not 
resent their criticism of U. S. policy; they did not resent our 
criticism of the policy of their governments. 

I would like to use this opportunity to express, in the name 
of my wife and myself, our warm gratitude to all who helped us 
in the Latin American countries. Their friendliness and hos- 
pitality made our trip a unique experience. 


—W. S. Woytinsky 











PEOPLE IN LIMA (above) ARE 9 TIMES RICHER THAN PERU'S VILLAGERS 


I. Economic Progress 


Poverty and Abundance: In Latin America, as in Southeast Asia, eco. 
nomic progress has become a part of the drive for national independence ani 
dignity; industrialization seems to be Aladdin’s lamp, the cure for all evik 
But Latin America differs from Southeast Asia in historical and culturil 
background and in the level of its economic development. 

The poverty of the people is hidden behind the glittering facade of mag. 
nificent Latin American cities. Peru is among the poorest countries of the 
area in terms of per capita income, but Lima is among its most glamorous 
capitals. To appraise the depth of poverty in Latin America one does not 
have to go to remote villages in the uplands of the Andes or in the jungles 
of the upper Amazon. Sometimes, not far from the capital, poverty-stricken 
villages hang on rocky slopes along a verdant valley dominated by proud 
castle-like mansions; sometimes they are lost in swamps between fertile hills 
where orchards and gardens surround lovely haciendas. 

Many cities are encircled by indescribable slums. Around Buenos Aires. 
the slums are separated from the city by a fortress-like wall; we drove along 
it, but were advised by local friends not to trespass in that world of misery. 
In the northwest part of South America—Colombia, Ecuador, Peru ané 
Bolivia—misery overflows into the central parts of the cities from adjacent 
native markets and streets, where Indians in rags trot with heavy loads o 
their shoulders and women carry their children like bundles of potatoes. Here 
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misery is veiled by a psychological curtain: The city people do not notice 
it, and the tourists record it as part of the local color. 

Latin American economists are, of course, aware of the poverty of the 
indigenous population but disagree among themselves as to what to do about 
it, Along with eloquent champions of the Indians, we met experts who 
claimed that the natives do not count in the national economy because they 
create nothing, save nothing and invest nothing but simply consume the 
roduce of their soil. The problem, they assured us, is how to keep these 
people outside the city limits, letting in only those needed for economically 
sound purposes. 

Per Capita Income: Averages fail to give a clear picture of the living 
conditions of Latin American people. Some countries have no reliable 
statistics; others, such as Brazil, Argentina, Chile and Colombia, have dif- 
ferent exchange rates for various transactions in foreign currency and there 
is no accurate way to convert local money into U. S. dollars. When the free- 
market exchange rates are used, national income appears too low; if 
preferential rates are accepted, it may be overstated. Yet the latter method 
has been accepted by the United Nations Commission for Latin America, and 
l have used it in Table I below. 

With reservations for a considerable margin of error and some appalling 
inconsistencies (for example, the high per capita income in the Dominican 
Republic and Guatemala as compared with Mexico, or in Cuba and Colombia 
as compared with Brazil), per capita income for Latin America averaged 
$240 in 1950, the last year for which more or less comparable data are 
available. This amount compared favorably with Eastern Europe, ap- 
proached the level of Italy, and was four to five times that of India and 





1. Per Capita and Total National Income, 1950 





Per Capita Population National Income, 
Countries Income in Millions in Millions of $ 
CE inks 5 nid elas <a eee $480 49 2,400 
RR france ine cicada warn ex ee atetn $395 17.2 5,070 
IE SEI Serer een Sater $395 2.4 710 
| RES eet eee tee ore ie ae $350 6.1 2,120 
Ee Ree en eee oe 5.5 1,600 
Colombia ier Ge, thal arg aia rea ae 1.1 2,850 
SE aio, 2a as done anielen 6 Os 8s eee Se 8 190 
Brazil ¥ FOR Sree ee 51.9 10,560 
Dominican Republic ................ . $165 2.1 350 
Guatemala We een arse we —— a 2.8 420 
RS eee suas essences. .. $130 3.2 410 
Costa Rica, El Salvador, Honduras ..... $125 4.1 510 
Mexico ae Cert a ha 25.8 3,000 
Peru, Haiti $ 95 11.6 1,100 
Paraguay, Nicaragua, Bolivia $ 90 5.5 480 


Source: UN Statistical Yearbook, 1957. 











SCENE IN A MOUNTAIN VILLAGE IN COLOMBIA 


the Middle East. On the other hand, it lagged far behind per capita income 
in Western Europe, the United States, Canada and Australia. 

In terms of per capita income, single Latin American nations range from 
a standard of living nearly as low as India’s to a level similar to that of 
France. What is characteristic of Latin America is not low average income 
(which might be the result of technical backwardness). but extreme con- 
trasts in the distribution of the social product among different groups of 
the population (which is a social, rather than technical, problem). 

Peru illustrates this point. Out of its total population of 8.5 million, 
about one million live in Lima, which in 1950 absorbed about 55 per cent of 
the national income and had a per capita income close to $445, as compared 
with $50 in the rest of the nation. Generally, rich people in Latin America 
enjoy about the same comforts and luxuries as the rich in the United States. 
If they have less cash, they employ more servants. 

In brief, Latin America today is neither “poor” nor “underdeveloped.” 
Rather, it should be described as an unevenly developed area, with the 
villages lagging far behind the big cities. This difference in description 
suggests different approaches to the fundamental problem which the area 
is facing. If it were an underdeveloped area like India, its immediate task 
would be to develop all sectors of the economy, without giving particular 
priority to any one of them. Perhaps it would be advisable, for practical 
reasons, to start with industry and shift later to agriculture. But, since the 
present characteristic of Latin America is the striking contrast between 
abundance and poverty, its most urgent task is to reduce this contrast by 
stimulating the development of the most backward sectors of its economy. 

Industrialization: Most of the people in Latin America make their living in 
agriculture and husbandry, but the distribution of the labor force by broad 
economic sectors is changing gradually. Employment in manufacturing, con- 
struction and especially services (including trade) is growing more rapidly 
than employment in the villages. According to the Economic Commission for 
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Latin America, the labor force in the area has been distributed in the fol- 
lowing percentages: 









1945 1955 


Agriculture 56.2 50.7 

Manufacturing and mining 15.1 15.7 

Construction 3.1 3.7 
Services 23.2 27.6 
Unknown and not specified 2.3 2.4 

Seurce: UN Economic Bulletin for Latin America, Santiago, Chile, February 1957. 































While the total labor force increased by 13.1 million between 1945 and 
1955, only 4.1 million additional workers were absorbed by agriculture while 
9 million found occupation in non-agricultural pursuits. Nevertheless, agricul- 
ture still absorbs more than three times as many workers as manufacturing 
and mining combined. 

The distribution of the labor force among economic sectors varies widely 
from country to country. Agriculture employs from 50 to 70 per cent of 
the force in most Latin American republics, more than 70 per cent in Haiti, 








come , Honduras and Guatemala, and less than 30 per cent in Chile, Argentina and 
Uruguay. Only the last three nations can be described as agricultural-indus- 
from trial. All the others should be classified as primarily agricultural countries. 
at of A very different pattern appears in the distribution of national income 
\come by industrial origin. According to the Economic Commission for Latin 
- COon- 
ps of Il. Percentage Distribution of the Labor Force 
illion. Monufactur- 
ent of Country Agriculture ing & Mining Construction Services Unknown 
pared Haiti 77.4 6.6 0.8 11.5 3.7 
nerica Honduras 75.7 8.1 1.9 11.0 3.3 
States. Guatemala 74.8 8.4 2.0 11.6 3.2 
Nicaragua 69.7 11.6 2.5 16.2 — 
4” Dominican Republic 69.7 8.1 2.7 17.5 2.0 
a El Salvador 64.2 13 2.8 18.5 3.2 
th the Bolivia 63.3 14.9 2.5 18.4 0.9 
ruption Brazil ... OL 13.5 3.9 21.2 0.3 
€ area Peru : 58.8 16.9 2.9 19.6 1.8 
fe task Paraguay 58.3 15.6 2.7 20.8 2.6 
ticular Mexico 57.8 13.2 2.8 21.8 4.4 
-actical Colombia 56.4 15.9 3.1 21.1 3.5 
ice the Costa Rica 56.4 10.9 4.1 25.7 2.9 
etween Panama 54.9 7.2 2.6 25.7 9.6 
ast by Ecuador 50.9 23.5 2.2 19.1 4.3 
pen: Cuba 43.8 16.0 2.7 36.6 0.9 
pe” Venezuela _. 41.2 12.7 5.4 32.3 8.4 
ar Chile .. 29.8 23.3 5.5 37.6 3.8 
"broad Argentina 24.7 23.4 6.1 43.7 2.3 
B» Con Uruguay 21.7 23.9 4.3 46.4 3.7 
rapidly ; 
. Source: UN Economic Bulletin for Latin America, Santiago, Chile, February 1957. 
ion for 











America, the gross product of the area was distributed by economic sectors 
as follows (in percentages) : 


Agriculture .... eal Bee sabe 24.5 
Manufacturing and mining 22.5 
Construction .. + SAece 4.6 
Services ......  UGGdtw eRe ee etereNaneeneacn nan Mae 
Housing, rent .. jgemece. Siete ee et 4.0 


The disparity between the shares of agricultural and non-agricultural pur- 
suits in employment and national product is described by the UN Com. 
mission as a difference in productivity of labor. It could more properly be 
interpreted as an indication of the exploitation of rural areas by the cities. 
Moreover, a large part—probably two-thirds or three-fourths—of the income 
originated in agriculture is consumed in the cities as the profits of absentee 
land owners. This is one of the causes of the striking contrast between the 
rich and the poor in this area. 

Despite the predominance of agriculture in the economy of Latin America, 
some regions in Brazil, Mexico, Argentina and Chile have reached a high 
level of industrial development. There one sees large factories equipped with 
the most modern machinery. On the other hand, industrial activity in re- 
mote corners of Latin America is concentrated in small shops reminiscent 
of the 18th-century workshops in the United States and Western Europe. 

In general, Latin America presents all economic patterns, from primitive 
hoe-agriculture and colonial-type plantations to modern capitalism. Thatched 
huts and cave-like adobe dwellings are as characteristic of the local scenery 
as the ultra-modern skyscrapers of Sao Paulo, Rio de Janeiro, Buenos Aires 
and Mexico City. 

The present share of the area in the world industrial economy is rather 
modest. According to the Statistical Office of the United Nations, all of 
Latin America accounted for 3.4 per cent of world manufactures in 1953 (the 
total excludes the countries of the Soviet bloc), as compared with 3.5 per 
cent for Italy, 3.6 per cent for Canada, 4.6 per cent for France, 7.9 per cent 
for Western Germany, 8.4 per cent for the United Kingdom and 54.0 
per cent for the United States. The net per capita value of industrial output 
(value added by processing) for the whole area was close to $35. Countries 
with higher than average per capita output were: Argentina ($85), Venezuela 
($59), Mexico ($41) and Colombia ($39). However, Chile ($29) and 
Brazil ($25) were somewhat below the average. In other parts of the area, 
the rate ranged between $10 and $20. These rates are fairly high in com- 
parison with those for Asia or Africa, but very low in comparison with 
the United States ($600) and Canada ($440). 

This contrast might seem to justify the efforts of local governments to 
promote rapid industrialization: They believe that, in order to catch up 
with the more prosperous powers, their countries must start to run before 
they have learned to walk. However, with full sympathy for the efforts of 
Brazil or Mexico to become great industrial powers—which they most 
certainly will become some day—and with an understanding of the less 
ambitious dreams of industrialization of Chile, Colombia and some smaller 
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v3 A MODERN PLANT, THE VOLTA REDONDA STEEL MILL IN BRAZIL 
nery 
Aires Latin American countries, one may doubt whether rapid industrialization 
is their most urgent need. After all, most of them have learned to process 
ather § the staple articles consumed by the masses of their population. What they 
ill of J lack are factories to produce the finer articles which only the wealthy minority 
} (the | of their people can afford, and the mills to produce machinery for such 
5 per | factories. This may be a gap in their economic system, but it is by no 
r cent means as serious as the backwardness of local agriculture and the misery 
54.0 | inthe villages. 
yutput Rate of Progress: How far have the Latin American nations succeeded in 


intries | their eflorts to accelerate industrialization? The UN Statistical Office esti- 
ezuela | mates that per capita industrial production increased 40 per cent in Latin 
) and America from 1948 to 1957, as compared with 42 per cent for North 
» area, | America, 75-80 per cent for Europe and about 150 per cent for Asia and the 
 com- | Middle East. Thus the rate of industrial growth in Latin America has just 
n with | about kept pace with that in the United States, a nation that is no longer 
in the phase of progressive industrialization but has entered the stage in 
snts to | which industrial expansion lags behind the growing production of services. 
tch up Moreover, it should be pointed out that the growth of manufactures has 
before | been very unevenly distributed in Latin America. Apart from Peru, where 
orts of } industrialization started from a very low level so that its percentage gain 
y most [| in production is meaningless, per capita industrial output rose at an annual 
he less | "te of about 5 per cent in Brazil and Mexico in the 1947-57 decade and 2.5 
smaller § pet cent in Chile, while it steadily declined in Argentina. 








Changes in national income reveal a similar pattern. The period 1948-55 
brought gains of 20 to 25 per cent in real per capita income in Brazil, Mexico 
and Colombia, practically no gain in Chile and a net loss of 11 per cent 
in Argentina. The conclusion is inescapable that Latin American countries 
have not been too successful in their attempt to start running before learning 
to walk. 


2. The Colonial Heritage 


HY IS IT THAT the Spanish colonies in the South of the Western 

Hemisphere, which once were economically far ahead of the British 
colonies in the North, have fallen behind? Why is it that even now the 
South cannot come closer to the North, despite its abundance of natural 
resources, the high quality of its population, the competence of its economists, 
architects and engineers, and the efforts of its governments? The distribu. 
tion of economic power in our hemisphere changed drastically in the century 
that elapsed between the Latin American wars for independence and World 
War I. 

In terms of accumulated wealth, large cities, ports, established foreign 
trade and even the technical equipment of plantations, the liberated Spanish 
colonies probably had a better start than the United States and Canada. But, 
because of the deep difference between Spanish and British colonization, 
liberation did not mean the same thing in the two areas. 

The British colonies in the North were founded by settlers who came to 
the New World from England and other parts of Northwestern Europe in 
search of a place to live, relying on their own efforts. Once free from foreign 
tutelage, responding to the challenge of the austere environment, they es- 
tablished an essentially plebeian society on virgin soil. Molding the new 
nations required compromising divergent interests and ideas. The U. §. 
and Canada did not embody all the golden dreams of the early pioneers, 
but they did go farther toward realizing aspirations for individual freedom 
and equality than other nations then existing. Special privileges for the 
rich were not completely abolished but were checked in time by the people, 
and opportunity for all was protected by law and custom. Whatever the 
flaws in the governments of the two nations, they maintained the spirit of 
hard work and a relentless drive for improvement in the people. 

In contrast, the wars for independence in Latin America were essentially 
revolts of local (Creole) ruling classes against the appointees of the Spanish 
Crown, who appropriated the lion’s share of the produce of the subjugated 
land and people. Of course, along with the aristocrats, humble people were 
in the ranks of the independence armies just as other humble people fought 
under the Spanish banner. Some leaders of the independence movement were 
open to the liberal ideas of their time, but most of them had no quarrel with 
the colonial socio-economic system. The Spanish triad—the rich landowner, 
priest and professional soldier—stood at the top of the social pyramid, 
native serfs, imported slaves and common workers at the bottom. The inde 
pendence leaders perpetuated this system in their new republics. They had 
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no fear of opposition from the lower classes; the backbone of their resistance 
had been broken by bloody repression of Indian revolts before the wars 
for independence. Thus, the young Latin American republics inherited the 
rigid social stratification established by colonial masters, a system which 
provided the upper classes with all sorts of comforts and privileges, leaving 
the masses of the people only the blessing of poverty. The monolith of the 
Spanish colonial empire was shattered, but its spirit remained alive. 

A society based on such a foundation tends to consider manual work dis- 
tasteful and, to some extent, this applies to all economic activities except those 
reserved for the hereditary aristocracy. A nobleman may enrich himself 
through the labor of slaves on his plantation, by speculating in real estate. 
lending money, obtaining gifts from the government or graft from the 
people, but he betrays his birthright if he uses his muscles for work. This 
code of honor of the Latin American ruling classes in the early years of 
independence negated their initial advantages, in comparison with North 
America, in accumulated wealth or (using the modern term) the capital at 
their disposal. Without the incentive to work, which is the mainspring of 
economic progress, the Latin American nations were bound to fall back 
while the former British colonies were advancing. 

The difference in the social fabric of the American nations that emerged 
in the 19th century—and, more specifically, the difference in the composition 
of the upper classes—determined the contrast in their further development. 
even though the constitutions of the South were molded largely after the 
Northern pattern. What counted was not the principles solemnly pro- 
claimed in organic laws but the psychology of men. Since human feelings 
were different in the North and the South, history took a different course in 
the two areas. 

Economic improvement through work—the goal of the people in the 
North—demanded peace and the expansion of the United States from the 
Great Lakes to the Gulf of Mexico, from the Atlantic Coast to the Pacific. 
Thus, people have been on the move since the early days of independence, 
but the United States fought only one major war in the first century of its 
existence, a war to preserve the unity of the nation. 

The ruling classes of Latin America, on the contrary, had nothing to gain 
from unification of their continent. They were better off with a dozen or 
more capitals, each with a sovereign head of state, each sovereign surrounded 
by his own court with diplomats and generals, each a source of privileges, 
lucrative appointments and honors, each tied by blood with the best local 
families. Why should the masters of the land sacrifice these advantages to 
Bolivar’s dreams of unity for Latin America? Thus, the area was divided 
among a dozen independent states, and the struggle for power among local 
rulers resulted in a chain of border clashes. Relations among the sister 
republics degenerated into protracted wars of each against all. 

During the first century of independence, some Latin American republics 
enjoyed considerable periods of political stability under the regime of a 
president or dictator strong enough to crush all opposition. But intervals 
of peace were followed by outbursts of violence and revolutions. Bolivia 
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experienced 60 revolutions within a century and had seven presidents in the 
1936-46 decade. Colombia lost 100,000 lives in the famous Thousand Day 
Revolution, and another 100,000—according to local estimates—fell as victims 
of political murders and terror in the late 40s and early ’50s. The history of 
Venezuela, Peru and Argentina is equally stained in blood. 

Such reigns of violence were, of course, detrimental to the development 
of modern economic civilization, but the ruling classes were well off and 
satisfied with the status quo. It took a long time before new social groups 
appeared on the Latin American scene as champions of equality, social 
justice and economic progress. The history of Latin America in the 19th 
century—with continuous clashes of brutal force, wars, revolutions, seizures 
of power, elected presidents becoming ruthless dictators and bloody dictators 
transforming themselves into elected presidents—was colorful and dramatic 
but void of internal dynamism. It brought little change in the social fabric 
and economic structure of the respective nations, and little improvement in 
the standard of living of the masses. In comparison with the changes which 
took place in this period in North America and Northwestern Europe, the 
19th century in Latin America was a time of economic and social stagnation, 
the Dark Age of the Southern Hemisphere. 

Beginning of the New Era: By the turn of the century, things began to 
change. New waves of immigrants were reaching the shores of Latin America, 
bringing new blood and new ideas. Foreign capital penetrated the area, 
bringing railroads, electricity, modern utilities. Physicians, architects, edu- 
cators and journalists, some of them with French training, became more 
conspicuous on the social scene of Latin American cities. Although closely 
connected with the old ruling classes, the intellectuals became spokesmen 
for the middle classes—businessmen and craftsmen—slowly emerging from 
the aristocratic society. New members joined the old triad of landowner, 
priest and soldier—the intellectual, the businessman, the professional poli- 
tician, all risen from a humble environment to mingle with the descendants 
of the landowner families. The old social pyramid began to crack. Surely 
it would be absurd to speak of the Spanish triad as the ruling force in 
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Brazil, Mexico or Chile at the time of World War I, though this pattern 
of power prevails even now in some other Latin American republics. 

The transformation, slow and spotty at the beginning, was accelerated 
during and after World War I. The middle classes became more articulate, 
their influence increased. The weight of the intellectuals and middle classes 
in Latin America today is evidenced by the high standards of local news- 
papers. The material they publish—serious political and economic articles, 
literary essays, surveys of local and international art—would find no readers 
in a society that consisted of a self-sufficient nobility and masses of illiterate 
serfs. It is enough to examine the leading newspapers in Argentina, Brazil. 
Uruguay, Chile, Colombia and Mexico to realize that they address themselves 
to steadily growing social groups and are at the same time their spokesmen. 
The intellectuals in Latin America are essentially carriers of liberal, demo- 
cratic ideas. They initiated modern labor legislation after World War I, 
in faithful accordance with the suggestions of the International Labor Office. 
What is more important, they tried to improve the educational system and 
modernize public administration in the more advanced republics. But customs 
and attitudes rooted in centuries do not change radically in a couple of 
decades. Thus, Latin America today remains a mixture of modern aspirations 
and old prejudices. The most striking manifestation of the clash between 
modern times and the colonial heritage is the state of its educational 
institutions. The magnificent National University of Mexico is second to 
no university campus in the world. But one has to travel to Southeast Asia 
or Egypt to observe such miserable rural schools or such a lack of village 
schools as in some Latin American countries. 

The war for liberation from the colonial heritage is still being fought 
in Latin America. It is being fought on the ideological and cultural levels 
rather than by force of arms. The progress of the campaign is marked 
by clearing the area of dictators, consolidating democratic regimes, modern- 
izing ways of life. The drive for industrialization is one of the many 
aspects of this campaign, a part of the refreshing new Latin American na- 
tionalism which is not sufficiently understood in the United States. 
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3. Problems of Economic Growth 


HE EXISTENCE of national development plans is taken for granted in | 


Latin America, but we could find no such plans in the countries we 
visited. The failure was due partly to language difficulties. What the local 
economists described as plans or programs are neither in the sense we use 
these terms. They are, rather, enumerations of good intentions by the re. 
spective agencies, without any commitments or any indication of the sources 


of the needed funds. 

Each Latin American country has, of course, many projects in different 
branches of economics, public welfare, administration, regional development 
and so forth. Some of them are in the initial phase; others have been de. 
veloped with engineering details. Some are ephemeral; others evidence vision 
and great ability on the part of local technicians. But one seldom hears of 
an integrated plan which would coordinate individual projects and dovetail 
them with available resources, Since neither sound nor fantastic projects can 
be launched without funds, the shortage of capital appears to local economists 
as the decisive factor which deprives the people of the good things envisaged 
in pending plans. 

Capital, Clue to Prosperity: The gap between isolated projects and inte. 
grated planning may be partly responsible for the widespread notion among 
Latin American intellectuals that their countries are primarily handicapped 
by insufficient private capital formation, the lack of public funds, and the 
reluctance of foreign capitalists and governments to advance them loans and 
credit on the necessary scale and acceptable terms. 

Putting aside the question of foreign credits, I do not believe that a low 
rate of capital formation explains the shortage of funds for productive in. 
vestment in Latin America. Indeed, the amount of private and public capital 
available for such investment depends on three main factors: the surplus of 
incomes over current consumption; the way in which this surplus is used; 
and the share of the national product available to public authorities for pro- 
ductive use. In Latin America, with its striking contrast between luxury 
and destitution, the shortage of funds for investment is due largely, I be- 
lieve, to the way in which the rich use their incomes. Their standard of living, 
often extravagant in comparison with the economic level of their country, 
leaves them little for saving. And, even if they cannot consume all their 
income, they have no incentive to invest the surplus in enterprises which 
would increase national productive capacity. 

A United States observer is surprised to see the lavishness of the private 
residences and public buildings in and around Latin American capitals. In 
Bogota, Colombia, we drove past a group of luxurious buildings encircled 
by lovely gardens. We were told this was the Army officers’ club built by 
the former dictator Rojas Pinilla. This splash of splendor far outshone the 
modest Army and Navy Building in Washington. In charmingly quiet 
Quito, Ecuador, we saw private mansions resembling castles of the Old World, 
surrounded by brick-and-iron fences. In a long row of pretentious private 
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houses, We saw one with a gilded roof. In Lima, Peru, we were invited to a 
plushy club in a palace-like building of a style rarely encountered in the 
United States. In the suburbs of Santiago, Chile, we drove along endless ave- 
nues of private residences; they unwittingly proclaimed that huge amounts 
of capital had been diverted from productive purposes for a display of vanity. 

Latin America is studded with the abandoned foundations of stadiums 
and theaters, hydroelectric dams without powerhouses, irrigation dams with- 
out irrigation canals, highways without feeders. Other ambitious develop- 
ment plans are collecting dust on shelves in the archives. Some projects 
were dropped because of a change in the administration. A project is usually 
launched under the auspices of a president, minister, governor or influential 
politician and becomes associated with his name. But its initiator may dis- 
appear from the political scene before the project is completed, and his 
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successor usually prefers to start something new, bigger and better, bearing 
his own name. The cumulative value of projects started and abandoned 
in this manner may be staggering. A waste of capital also results from 
emphasis on the colossal and spectacular. A luxurious airport often gets 
priority over the rehabilitation of railroads. Splendid apartment buildings for 
a few are rated higher than slum clearance. 

To these forms of unproductive investment and wasted capital, we must 
add psychological factors. For a prospective investor, there is more glamor 
in becoming a landowner or expanding his estate than in running a factory 
or a store. Investment in land speculation is, of course, one of the worst uses 
of capital from the point of view of the national economy, but it is encour- 
aged by the lack of continuity in government policy. Nothing short of a social 
revolution would deprive the landowner or land speculator of his wealth, 
while changes in government, whether by constitutional means or by violence, 
may jeopardize all other investments. 
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To sum up, the slow movement of productive investment in Latin America 
depends less on a shortage of capital than on patterns in its use—in other 
words, more on the attitude of the people possessing money than on an 
insufficient surplus of current national product over consumption. This js 
an encouraging conclusion. The propensities and business psychology re. 
sponsible for such inefficient uses of capital belong to the heritage of the 
pre-capitalist, colonial era. They are gradually giving way to a new psy. 
chology, a new system of economic motivations and decisions. This is a long 
process, a part of a social and economic transformation of the South that 
began before World War I and is now in a fairly advanced stage. Its ae. 
celeration may be confidently expected. 

Four Obstacles to Progress: As I have tried to show, the rate of economi 
growth and the level of economic development vary widely from country 
to country in Latin America. No general statement of the reasons that eco. 
nomic progress lags in this area is possible because there is no such lag in 
Mexico, Brazil or Puerto Rico, and the causes of stagnation in Argentina 
are not the same as those of slow progress in Chile. However, certain fea. 
tures characteristic of the Latin American economic scene appear in various 
combinations in several countries that lag behind other parts of the con. 
tinent, and can be described as roadblocks to economic progress. 

In contrast to a widespread notion, I do not believe that the rapid growth 
of the population and its excessive density should be considered an obstacle 
to economic progress. In different parts of Latin America, there is no appre. 
ciable correlation between the density of population or its rate of growth 
on one hand, and the level of economic development and pace of economi 
progress on the other. Also, there is not much correlation between the 
potential natural resources and the progress in their utilization. 

Apart from the inefficient use of capital, the following are, in my opinion, 
the most formidable roadblocks on the road of economic progress in certain 
parts of Latin America: 

© Lack of political stability, excessive centralization of government, and, 
especially, the dictatorial regimes. 

© Lack of stability of the national currency and galloping inflation. 

© Lack of educational facilities for the masses of the people, particularly 
in rural areas. 

© A dual economy—that is, the absence of coordination between different 
economic sectors, especially between urban and rural sectors. 

Dictators: Dictatorship is a perennial problem in Latin America. Just 
now this form of government is at low ebb, and only three or four full- 
fledged dictators are on the scene, with the danger of a relapse to dictator- 
ship in a few other countries. But the conditions leading to the concentration 
of power in the hands of an irresponsible individual have not been com- 
pletely eliminated, and the problem of the impact of dictatorship on economic 
progress deserves serious consideration. 

Latin American dictators appear to be ardent promoters of industrialization. 
They subsidize industry, encourage foreign trade, initiate the building oi 
highways, invite foreign capital. Their era is often marked by the con- 
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struction of palaces and public buildings in the capital. But usually they 
leave their country in economic ruin. 

The example of Argentina is enlightening. This was the richest country 
in Latin America when Perén was elected president. In 1948, when he had 
grasped dictatorial power, Argentina’s national income amounted to $5.4 
billion (at 1950 prices). If that country had been permitted to develop as 
other nations of the continent did—not quite as rapidly as Brazil or Mexico 
but, say, at a rate of 4 per cent a year—it would have reached an income 
of some $7.4 billion (at 1950 prices) by 1957. Instead, its 1957 income 
amounted to less than $5 billion, and its cumulative loss in national income 
from 1948 through 1957 was approximately $10 billion. And to this hypo- 
thetical loss must be added two items: first, the funds appropriated by the 
dictator for himself, his family and political friends; second, the funds he 
wasted or used for self-glorification. 

Dictatorship is expensive. The profession of a dictator is hazardous, and 
he must think of the future. It is too late for him to begin to pack his valu- 
ables when opposition planes are droning over his palace. A nest egg must 
therefore be set aside and transferred to a safe place in advance. Argentine 
economists estimate that Peron had hundreds of million of dollars in banks 
in the United States and Switzerland when he fled the country. 

The impact of a dictatorial regime on the national economy is strengthened 
by the technique of handling public funds. Straight stealing may be possible 
in small countries but would be considered bad manners in larger ones. In 
the latter, dictators act in accordance with laws and regulations. Competent 
lawyers in Buenos Aires assured me that it was doubtful whether an inde- 
pendent court could convict Perén for his financial transactions, which con- 
sisted, in the main, of land speculation, juicy government contracts, import 
and export operations—all in accord with laws and regulations he himself 
had promulgated. 

A monumental style of public buildings is characteristic of dictatorial re- 
gimes. One is amazed by vast halls, triumphal approaches, colonnaded 
facades and heroic statues within and without the buildings erected by dicta- 
tors. Local architects are not to blame for this extravagance. A dictator re- 
quires that they use huge amounts of cement, concrete, stone and other 
materials usually provided by concerns controlled by him or his relatives 
and friends. The system of licenses and monopolies in foreign trade, another 
favorite policy of dictators, operates similarily. 

But the worst impact of a dictatorial regime on economic development is 
that it makes politics the surest and easiest way toward rapid enrichment, 
as in colonial days. Why should one invest money in a business that requires 
steady work and promises a return of some 10 per cent a year when there 
are opportunities to operate with borrowed money and in no time double 
one’s capital by shrewd use of licenses and inside information? Yet, we did 
meet people who had resisted such temptations. In Mendoza, a prosperous 
city in the center of the grape-raising and winemaking region in the interior 
of Argentina, we visited a factory manufacturing heavy chemicals, that had 
been established as a partnership by a group of local engineers and pro- 








cessed raw materials supplied by small mines situated around Mendoza. The 
manager showed us the plant. It was built with an investment of $500,000, 
profits were reinvested, and at the time of our visit the book value of the 
enterprise was $2.5 million. After a tour of the plant and laboratories, we 
visited the workshop, which resembled a tremendous barn or garage, with 
acres of idle benches and lathes. Only a dozen workers were busy in this 
shop. “This is where we build machines and equipment for our plant and 
mines,” the manager explained. 

“How many pieces of each model do you need? Would it not be more 
economical to import your equipment?” I asked. 

He smiled: “What we do here would be absurd under normal conditions, 
but it is the only sensible way to run a plant in our circumstances. We do 
not wish to ask for import licenses. They would cost us more in time and 
money than to build the necessary machines with our own means. Our policy 
has paid.” 

In the same city we met with members of the local federation of business. 
men. I asked the president: “What does your country need for economic 
development?” He replied without hesitation: “Freedom and sound govern. 
ment.” 

“Then you do not believe that capital is the most urgent need in Argen. 
tina?” 

“No, sir. We could raise all the capital we need in Mendoza. What we 
need is a climate in which enterprises can thrive without fear of arbitrary 
action by the government.” 

Under a dictatorial regime an industrialist faces the choice between playing 
ball with the government and making money on manipulations with licenses, 
currency, doubtful partnerships and so forth, or trying to isolate himself 
from the omnipotent state as the courageous men in Mendoza did. 

I have mentioned only the economic impacts of a dictatorial regime. Its 
impact on education on all levels, from the rural school to the universities, 
and on family life and political morale is no less destructive, but these ques- 
tions are outside the scope of this study. 

Inflation: Along with political factors, currency instability and inflation 
are important obstacles to economic progress in some parts of Latin America 
I use “inflation” not in the broad sense in which it is used in some United 
Nations publications, where each rise of prices is handled as inflation, but in 
a narrower sense, as a rapid depreciation of national currency caused by the 
monetary. fiscal and credit policies of the government. Almost all Latin 
American countries have experienced this type of inflation at some time in 
their history, though it is not a common economic disease in the region today. 
Only a few countries—Peru, Bolivia and Chile—are currently suffering from 
galloping deterioration of currency. Their experience deserves particular 
attention because what happens there could easily occur in half a dozen other 
Latin American countries, 

Chile is a classic example. It is one of the best developed countries in the 
area—not only economically but also politically, socially and culturally. But 
inflation has been Chile’s major problem since the 1880s and has become 
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a way of life, a kind of national tradition in the eyes of local economists. 
The U. S. dollar was worth about 8 Chilean pesos in 1929, 31 pesos in 1939. 
and 99 pesos in 1949 on the free market. After a brief spell of recovery in 
1950-51, the Chilean peso resumed its downhill movement. A dollar brought 
220 pesos on the free market in 1953, 315 pesos in 1954, 630 pesos in 1955 
and 777 in May 1958*. 

Chilean economists are aware of the destructive effect of this develop- 
ment on the national economy, but some of them are inclined to justify the 
progressive depreciation of the national currency,. arguing that inflation 
stimulates capital formation and is unavoidable in periods of rapid economic 
expansion. To my mind, they are victims of an illusion. 

The rate of recent economic progress in Chile has not been very impressive. 
Official statistics estimate the average annual increment of real income from 
1940 to 1954 at 2.3 per cent per capita of population, or 2.1 per cent per 
person engaged in active work. For the decade after World War II, the 
corresponding rates were 1.7 and 1.5 per cent. No comparable statistics are 
available for the period since 1954, when inflation has been particularly 
violent and very little progress has been recorded in the national economy. 
The average annual gain in real product per worker in the period 1944-57 
was hardly more than 1 per cent if one accepts official statistics at face value. 
Moreover, estimates of real national income under conditions of galloping 
inflation fail to record the deterioration in the quality of products which 
usually accompanies depreciation of currency. 

Nowhere is the disastrous effect of inflation combined with government 
control over foreign trade as clear as in Chile. Local businessmen, natives 
and foreigners, told me that 4.5 per cent per month was the normal interest 
on capital in U.S. dollars. Such was the interest on money deposited with 
customs authorities by exporters, a completely legal and safe operation. If 
one was ready to accept a little risk—with regard to a possible change of 
government, for example—the interest might be 7.5 per cent a month. A 
local industrialist described his predicament. He had a flourishing business 
and needed a loan of $100,000 to expand it. Having exhausted his political 
pull, he applied for a private loan. The prospective creditor had a ready 
answer: “I can get monthly interest of 7.5 per cent with practically no risk. 
How much more will you give me?” And the industrialist remarked sadly : 
“If I pay him 100 per cent interest, what will be left for me?” 

It is also noteworthy that, under conditions of galloping inflation and gov- 
ernment control over foreign trade, the success of export-import operations 
does not necessarily depend on the difference between the cost of the mer- 
chandise (including operational expenses) and the sale price. What counts is 
the difference between the actual value of exported and imported goods and 
their evaluation at the customs. 

In brief, the combination of uncontrolled inflation with government control 
of foreign trade disorganizes the economic system to such an extent that its 


* The efforts of the last President of Chile, Carlos Ibanez, to stop or slow down the galloping inflation were 
frustrated by the pressure of businessmen and political circles. A stronger anti-inflationary policy is universally 
expected from the new President, Jorge Alessandri. 








expansion becomes very difficult, if not impossible. The contention that in. 
flation accelerates capital formation rests on a misunderstanding of historical 
facts. In the situation Germany faced after World War I, runaway inflation 
served capital formation by expropriating the middle classes and transferring 
their wealth to ruthless and unscrupulous but dynamic and shrewd operators, 
When there are no Stinneses on the scene and inflation is effected for the 
benefit of speculators with the psychology of easy-going leisure classes, it 
slows down capital formation rather than accelerates it. 


Illiteracy: Lack of universal education and the illiteracy of a large part of | 


the population, especially in rural areas, also hold back economic progress 
in some parts of Latin America. 

The simplest indicator of the educational level in a country is, perhaps, the 
percentage of illiterate persons in the population. Because illiteracy is a rare 
phenomenon in modern, economically developed nations, most of them do 
not record literacy in their censuses. But most of the Latin American countries 
include this query and record everybody who can read a line of large print 
and sign his name as “literate.” The percentages of illiteracy in Latin 
American countries, according to this definition, are shown below in Table IV, 

Argentina and Chile come closest to universal primary education, followed 
by Costa Rica, Cuba, Puerto Rico and Panama. Brazil has surprisingly high 
illiteracy. Of the countries not listed above, Mexico probably ranks close to 
the middle of the list, Peru close to the bottom, and Uruguay close to the top. 

But literacy as defined by the censuses does not mean much, Many children 
enroll in the first grade at the age of 7 and leave school at the age of 8 or 9, 





IV. Illiteracy in Latin America, 1950 


Population aged 10 and over Population aged 15-20 
( Percentages) 
Argentina ee ee ee 13.3" 8.3” 
Chile Pinas 19.9 13.9 
Costa Rica , 21.2 18.4 
Cuba wee ; 23.6 22.5 
Puerto Rico Penne eae atl 25.6 20.3 
Panama ars Dee ate es, oe 28.2 20.4 
ND 22 caios sab cable RoR Oe eee 31.8 22.7 
CE Gre a Joa. Sao A me lee 38.6 31.4 
RR a ere re ee 43.7 34.7 
NR, in inde sete ee ba kate pea On 51.1° 42.6 
Ea ry cy eee 51.4 47.2 
Dominican Republic ................ 56.9 46.6 
I a i nae ct 57.8 56.6 
SSR a sis RA pee rare i Se 66.3° 63.1 
I i 5G al, rath Daten ae wil ieee ae 68.9° 57.3 
I oc ac watnanvedacud saeeuee 70.3 68.0 
DE ir reverence ms ceeeeaceecc arene 89.3 86.4 


* 14 years and over. » 14-29 years. © 7 years and over. 95 years and over. 
Source: UN Statistical Yearbook, 1957. 
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School Attendance in Brazil (by grade) 
Grades No. of pupils 








College 21,928 | 

Twelfth 42,255 i 

Eleventh 61,426 ti 

Tenth 88,472 t! 

Ninth 95,548 ti 

Eighth 128,947 ttl 

Seventh 174,892 ttl b--~ 
Sixth 230,567 betel 
Fourth & Fifth 466,957 bbbebbietl 

Third 735,116 bhbbeeeeeeeeetl 
Second 1,075,792 bheebeeheeeeeneeneetel 


First 2,664,121 bhbbbhbbbhbbbhbiineebitanetbeanentenbeaiibeacieiiitttti 





In Brazil, for example, less than one-sixth of children enrolled in the first 
grade reach the fourth grade: of the elementary school and less than 1 per 
cent go as far as the eleventh grade, as compared with 75 per cent in the 
United States. This pyramid of school attendance by age is characteristic of 
the social structure of the nation. And conditions are better in Brazil than 
in many other Latin American countries. At least, the Ministry of Education 
in Rio de Janeiro is fully aware of the crucial importance of the problem of 
elementary education and is trying to attract public attention to it. 

Throughout Latin America, illiteracy is heavily concentrated in the villages. 
In countries where more than 50 per cent of the population is illiterate, a 
farmer who can read, write and count is a rare exception. The lack of 
elementary education in villages is the greatest obstacle to the development of 
independent farms with diversified production which could supply the domes- 
tic market. No land reform can create such farms unless a decisive effort is 
made to cover the countryside with an adequate network of primary schools. 

In this respect the situation is grim, indeed, in some parts of Latin America. 
Many villages have no school. In others, the one small school is reserved for 
the boys; since coeducation is a sin in the eyes of the local priest, girls are not 
admitted. In some villages, schools are housed in miserable adobe huts with- 
out windows, with teachers who appear as destitute as the villagers around 
them. The highest tribute to these teachers is that, with practically no school 
equipment, they succeed in giving their barefooted little students at least a 
first glimpse of knowledge. We found the exercise books of pupils in good 
shape even in the poorest schools; their writings and figuring, drawings and 
sketches of maps were surprisingly good. But it was difficult to realize that the 
children whom we saw in these pathetic rooms represented the elite of rural 
areas: The majority of the children were left outside the school. 
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When we spoke of the detrimental effect of mass illiteracy on economic 
progress before a group of economists, they were skeptical. A young and very 
able economist ridiculed my argument. “Education has no economic value 
in the villages,” he said. “A big hacienda owner told me that the only work 
he demands of his hands is to cut sugar cane with a machette, and he has 
never noticed that a literate worker does it better than an illiterate one.” In 
Brazil, we heard another argument: “When we build a factory,” a professor 
of economics said, “we are creating a new source of national income. But 
when we build a new school, we call to life an additional demand for further 
annual outlays.” 

We also heard a similar argument in another form: “A poor country can. 
not do much to improve its agriculture, but it can develop its industry. All 
our efforts must be concentrated on the urban sector as the most dynamic, 
flexible and responsive. Later, new ways of life and knowledge will penetrate 
from the cities into the villages, by a process of ‘contamination’.” We also 
met, of course, people who saw the relationship between education and eco. 
nomic progress in the same perspective as we did. 

I found it difficult to explain to our Latin American friends the impact 
of universal education on economic progress in the United States. A Who's 
Who of business in the United States shows that only a few of the leaders of 
our big concerns have inherited their position. Most have climbed the ladder 
from the bottom. Efficient operation of a modern economic system is im- 
possible in a country if managerial functions are distributed among wealthy 
families and no new blood from the rest of the nation flows to the managerial 
class. This is precisely what is happening in some parts of Latin America as 
a result of the lack of adequate education for all citizens. It is not impossible 
there to rise from the position of a manual laborer or farmer to the top of 
the social pyramid, but the man who does so is a rare exception. 

The Dual Economy: The contrasts in the distribution of income and knowl. 
edge, combined with the traditional domination of the villages by the cities 
and aggravated in some cases by the antiquated system of landlordism, have 
resulted in the perpetuation of a dual economy in Latin America. A large 
part of the rural population lives its own life. isolated from the monetized 
economy represented by the comparatively prosperous cities, Absence of an 
adequate domestic market prevents the development of mass production and 
threatens to frustrate the efforts to expand domestic industry. 

Rehabilitation of poverty-ridden villages is, to some extent, a regional 
problem. It appears to be a problem of the south in Mexico, Argentina and 
Chile, of western areas in Colombia and Ecuador, of the great river basins 
and northeastern bulge of Brazil. and so on. In some countries, among them 
Peru, Ecuador and Bolivia, the problem of a dual economy merges with the 
problem of racial integration. 

In one form or another, the evils of the dual economy are gaining increas 
ing attention among economists in Mexico and Brazil, but the crucial signif: 
cance of the problem has not been fully recognized, Latin American economic 
policy still emphasizes industry and exports rather than agriculture and the 
domestic market. and results in accentuating the contrast between compar: 
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atively prosperous and less developed provinces. In this respect, the economic 
thinking in some parts of Latin America reminds me of a dandy who has dis- 
covered that his toes show through his shoes—and tries to improve his ap- 
pearance by buying a new silk hat. 


4. Trade and Foreign Aid 


HE economic policy of the United States in Latin America—and in more 
pane» terms, the foreign economic policy of any great nation in any 
area—may be conveniently examined under two broad headings: trade and 
aid. The first includes the exchange of goods plus the movement of private 
capital (investments) and the exchange of services (transportation, tourism, 
and the like). The second comprises public grants, development and 
emergency loans, technical assistance and similar measures, either in the 
form of unilateral transfers or on the basis of bilateral or multilateral co- 
operation. For the United States, it also includes this country’s contributions 
to United Nations assistance programs in Latin America. 

In both areas, the policy of the United States is necessarily determined 
by its national interest. National interest, however, is a somewhat ambiguous 
term. It covers: (1) the direct interest of American businessmen who con- 
tinually claim protection on the domestic market and abroad, occasionally 
in disregard of the interests of other groups of the population; and (2) the 
long-run interest of the nation as a whole, which may conflict with the im- 
mediate interests of certain groups of the population. An inclusive, internally 
consistent foreign economic policy requires reconciliation of both points of 
view. 

The development of such a program for ihe United States in Latin America 
depends on two premises: first, clear understanding of the environment in 
which the program will operate (the level and trends of economic development 
of Latin America, the urgent needs of its people, the patterns of its foreign 
trade, the role ot foreign capital, the extent and nature of the foreign aid it 
now receives, and so on) ; second, a clear definition of the aims and objectives 
of the United States in this area. 

This chapter endeavors to clarify the environment in which our foreign 
economic policy must operate in Latin America; the next chapter will explore 
the objectives of our economic policy in this area and outline a program 
which, in my opinion, would conform with both U. S. national interests and 
local conditions. 

Foreign Trade: Because of the relatively small size of the Latin American 
republics and the lopsided development of their economy, none of them 
enjoys the same degree of self-sufficiency as the United States or such nations 
as Germany, France and Italy. This fact appears clearly in the ratio of the 
value of foreign trade (the sum of exports and imports) to national income. 
In most Latin American countries, this ratio fluctuates between 40 and 60 
per cent. In the tiny republics of Central America and in Cuba, the Domini- 
can Republic, Venezuela, Peru and Ecuador, this ratio ranges from 60 to 
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V. Foreign Trade, 1956 














IMPORTS EXPORTS 
Country Millionsof$ %ofnationalincome Millionsof$ %/ of national income 
Mexico : -o. oe 31 688 22 
Guatemala + 138 33 106 25 
El Salvador Te 105 37 113 39 
Nicaragua ........ 69 60 58 46 
Honduras .......... 59 28 73 35 
Costa Rica ........ 91 73 64 51 
0 See 83 44 17 9 
SD ts eaaies -.. 35 666 40 
Dominican Republic 108 32 125 36 
BE <canecbao news 47 14 43 13 
Venezuela ..... 1,026 30 2,122 70 
Colombia . Be 657 22 537 18 
Ee re 81 19 94 22 
Bg g os tie 1h 361 40 308 34 
Bolivia (1955) ..... 81 27 98 32 
Paraguay .......... 95 17 37 24 
ee 17 546 27 
Argentina — 1,128 22 944 19 
OS eae 10 1,482 12 
Uruguay oe 206 29 211 30 


Sources: UN Statistical Yearbook, 1957 and Yearbook of International Trade Statistics, 1956, Vol. I. 





SO per cent; it is comparatively low, under 30 per cent, in Haiti and Brazil. 
Comparable figures are approximately 10 per cent for the United States, 
20-30 per cent for West Germany, France and Italy. 

Thus, foreign trade is much more important to Latin American nations 
than to the United States. Indeed, the area as a whole relies on imports not 
only for capital goods and articles consumed by wealthy people in the cities, 
but also for textiles, some staple foods, petroleum products, coal, metals and 
chemicals. It covers these imports with exports of coffee, cocoa, bananas 
and sugar; meat, wool and other animal products; crude petroleum, copper, 
lead, zinc and tin ores, wolframite and saltpeter; cotton and sisal. Export 
industries, especially the activities of large plantations and mining, dominate 
the Latin American economy. The uneven distribution of natural resources 
within the continent has determined the composition and, to some extent, the 
direction of the foreign trade of individual countries. In many cases a single 
item predominates in the country’s export. In contrast, the list of imported 
goods is much longer and varies little from country to country. 

Almost all Latin American countries report a higher value of exports than 
of imports: that is, an active balance in merchandise trade. This may be 
due to the fact that they have to pay for transporting their products in foreign 
bottoms. Some Latin American economists complain that their countries are 
compelled to pay high prices for imported goods and are underpaid when 
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——— 
Exports as Percent of Total Exports * 
Venezuela Petroleum 93 
El Salvador Coffee 
Colombia Coffee 
Guatemala Coffee 
Haiti Coffee 
Brazil Coffee 
Cuba 82 
Chile 
Bolivia Tin 
Honduras Bananas 54 
* 1957 











they market their products. The facts, however, do not substantiate this com- 
plaint. As a rule, Latin America pays world prices for foreign products 
and obtains world prices for exported goods. The exorbitant prices which 
local consumers pay for imported articles in retail markets result largely 
from high import duties, the high rates of interest prevailing in Latin America, 
and similar factors. 

There is no doubt, however, that Latin American countries are affected 
unfavorably by excessive fluctuations in the prices of their basic products. 
Changes in the prices of coffee, tin or copper that cause only a ripple in the 
United States may exercise a deep impact on the economy of a small nation 
which depends heavily on export of one of these products. 

The Geographical Pattern: Latin America’s resentment of its precarious 
position on the world market is directed primarily against the United States. 
There is no evidence, of course, that Yankee merchants charge higher prices 
for their goods or offer less for Latin American products than do merchants 
of other nations, but for Latin America the United States is the main outlet 
for local products and the main source of supply for machinery, automobiles, 
household appliances and other imported articles. In 1956 the United States 
accounted for 46 per cent of the value of all exports from Latin America and 
for 50.3 per cent of all imports into that area. Its share in the export of 
merchandise from Latin American countries varies widely—from 11.6 per 
cent in Uruguay to 94.8 per cent in Panama—while its quota in imports 
ranges from 13.4 per cent in landlocked Paraguay to 78.2 per cent in Mexico, 
our closest neighbor in the South. 

The variation in our share in exports of individual Latin American coun- 
tries depends mainly on what they can offer. We take the largest part of their 
export of sugar, coffee, bananas, crude petroleum and metal ores, but have 
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little use for their cotton, meat and wool. In imports, on the other hand, the 
United States faces many competitors in the Latin American market: Great 
Britain, West Germany, Japan and, for some articles, France, Switzerland, 
Italy and the Scandinavian countries. Our main advantage is that our ports 
are closer to Latin America—a fact that has less weight in Argentina, Uruguay 
and Brazil than in Central America, the Caribbean and on the Pacific coast 
of South America. Excluding Argentina and Uruguay, which have stronger 
ties with Europe than with nations in this hemisphere, the United States ac. 
counts for 72.5 per cent of all exports and 51.5 per cent of all imports of Latin 
America. (See Table VI, opposite page.) 

Latin America accounts for 20-25 per cent of U. S. exports and nearly one 
third of its imports. Its share in our exports has been steadily increasing 
since the turn of the century; its share in our imports skyrocketed during 
World War II and has declined slightly in recent years: 


7——Share of Latin America in U.S ——\ 


Average Exports Imports 
1891-1900 9.5 27.4 
1901-1910 12.0 25.4 
1911-1920 13.0 31.2 
1921-1930 15.3 26.0 
1931-1940 17.0 24.1 
1941-1950 18.3 37.6 
1951-1955 22.4 33.2 


The exchange of goods between Latin American republics represents onl) 
a small fraction of their foreign trade. It accounted for the following per. 
centages of exports from Latin American countries and of world exports to 
these countries: 


1953 1954 1955 1956 
From Latin America . 95 9.1 9.5 78 
To Latin America . 10.5 11.0 9.0 


Latin America is not an economic unit which meets its needs mainly through 
its own production and the interchange of products within its borders, as 
does Europe or North America. Trade among the Latin American countries 
is made difficult by geographical conditions, lack of adequate transportatior 
and also partly by historical factors. The area has not freed itself completely 
from the heritage of the colonial era, which left an economy oriented toward 
exports rather than satisfaction of domestic needs. At the time of our visit 
to Latin America, local newspapers and economists showed a considerable 
interest in the idea of a Latin American common market which would 
strengthen the economic unity of the area by stimulating trade between the 
sister-republics. Such a development would be desirable for many reasons, 
but it would require a drastic reorientation of the domestic economic policie 
of Latin American governments. Their present industrialization policies 


which often encourage the same industries in all parts of the continent, arf 


not favorable to its economic unification on the basis of division of labor 
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Vi. U.S. Share in Trade, 1956 
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Country Exports Imports 
I ied ecg 5ib6 dua bot autre e ie Paae 94.8 60.0 
Guatemala ........... CT ee ee 64.1 
CO eee : piss de eeseitkedaeeee 72.9 78.2 
Colombia .. TO LL ye ee 61.6 
a ee ee fet cece, Ge 76.2 
I ici «han winks ; ... 64.1 73.8 
Ecuador ..... fl ~<eec™ Se 52.0 
Bolivia .. i ie sieeesvue ae 57.9 
OS ee a rele AR, om .. 496 28.8 
Le ik dosha a hcilia kenge 51.7 
Dominican Republic .. ; : 46.8 65.9 
El Salvador ... baie — 44.6 52.6 
BE nese t-csutes spice boaitieee .. 42.4 42.9 
Venezuela .. wag . 39.5 59.1 
Peru ....... ‘ ee 49.5 
Haiti .... ; . 34.1 62.1 
Paraguay .. i 18.1 13.4 
Argentina , soo Ca 18.0 
Uruguay . 11.6 15.9 


Source: UN Yearbook of International Trade Statistics, 1956, Vol. I. 





There are indications that Latin American countries are moving toward 
a greater diversification of their agriculture and industry, designed to sub- 
stitute domestic products for imported goods to some extent. This tendency 
will change both the composition and direction of the foreign trade of the 
continent. It will hardly stimulate trade among Latin American countries 
but may contribute to an expansion of their trade with Europe and Asia 
while reducing, at the same time, their dependence on the United States. In 
the long run, such a tendency would be in the interest of both the United 
States and Latin America. The latter would strengthen its position on the 
world market while the United States would be freed of the charge of monopo- 
listic or semi-monopolistic domination of Latin American markets. 

The share of the USSR in the Latin American foreign trade is not impres- 
sive: In 1955, exports of Latin American countries to the USSR, the East 
European satellites and China totaled $115 million, a little less than 1.4 per 
cent of their total exports. Imports from Communist-dominated countries 
into Latin America were of similar magnitude. The Soviets have made some 
inroads in Latin American markets recently, but the Iron Curtain countries 
account for hardly more than 3 per cent of the foreign commerce of the 
area, 

Summing up, Latin America is a very important partner in the intra- 
regional trade of the Western Hemisphere, but Latin American nations do 








not trade much among themselves; Argentina and Uruguay are the only 
countries in the area where foreign trade is oriented toward Western Europe; 
Paraguay is the only country trading primarily with its immediate neighbors; 
commerce with the United States predominates in the foreign trade of all 
other Latin American countries. 

Because of this geographic pattern, Latin America does not feel itself a 
part of the world market, subject to that market’s ebb and flow. It feels, 
rather, an economic dependence on the Colossus to the North, which arbitrarily 
fixes the prices and volume of its exports and imports. Such a picture is false, 
because the Colossus itself depends on trends in the world economy. It is, 
nevertheless, extremely difficult to explain the true situation to local economists 
and impossible to explain it to the man in the street. 

Foreign Capital: The problem of capital is the major issue in discussions 
of ways to accelerate economic progress in Latin America. I have tried to 
show that the scarcity of capital is not the major obstacle to prosperity in 
Latin America; the main roadblocks are psychological and political, one of 
them being unproductive use and waste of available funds. But whatever 
the causes, the area needs a continuous inflow of funds from abroad, and a 
program of foreign economic policy in Latin America must meet this need. 

The economic development of Latin America in colonial times rested on 
the combination of local slave labor and Spanish capital (imported from the 
mother country or amassed by plundering the conquered land). Foreign 
investments of the modern type appeared on the Latin American scene after 
the wars for independence, in the 1820s. British investments in Argentina 
were followed by loans to almost all Latin American republics, floated in 
London and later in Paris. European capital was lured by the myth of the 
fabulous wealth of the young overseas nations. Very soon, however, all Latin 
American loans fell into default, and the flow of European capital to South 
America and the Caribbean ceased for three decades. It was resumed in 
the 1860s and gained strength after steamers appeared on trans-Atlantic lanes. 
High profits from tin, copper and silver mines and sugar and coffee planta- 
tions in Brazil, Colombia, Chile, Peru and the Caribbean attracted invest- 
ment capital. Considerable capital also went for railroad construction and 
loans to local governments. Great Britain was the main creditor, followed by 
France, Germany, Belgium and the Netherlands. Before the turn of the cen- 
tury, United States capital likewise appeared in Mexico, Cuba and, on a 
smaller scale, in other Latin American republics.* 

By 1914, foreign investments in Latin America totaled $8.5 billion, with 
Great Britain leading ($3.7 billion), the United States in second place ($1.7 
billion), France third ($1.2 billion), and Germany fourth ($900 million). 
This was the high tide of European investment in that part of the world. If 
one considers changes in the purchasing power of the dollar, it was also the 
high mark of all foreign investments, including those of the United States, in 
the expanse from the Rio Grande to the Straits of Magellan. In relation to this 
area’s aggregate national income or the value of its exports, foreign capital 


*United Nations, Foreign Capital in Latin America (New York, 1955). 
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p 8 a World Bank Loans 
é to Latin America 


No.of Amount 





Country loans (in mill.) 

Brazil iin Oe $182.4 

Chile 7 73.6 

Colombia iI 114.2 

Costa Rica 1 3.0 

Ecuador 5 32.6 

El Salvador .. 2 23.6 

— Guatemala ... | 18.2 

Bl cro stonace WR kis i 2.6 

4 ELECTRIC POWER Honduras .... | 4.2 

ERA aR Ae ae 152.3 

od e Nicaragua 10 22.9 

= Panama are 6.8 

aa] oust Paraguay .... | 4.4 

BR neicarion Peru ae 40.9 

a Se ee Uruguay ..... 3 64.0 
— 4 ee Total 

i WATER EAPLOMAIiN oes 15 countries 72 loans $744.7 





in Latin America today represents only a fraction of what it was on the eve 
of World War I. 

The inflow of capital from Europe was interrupted by World War I and 
resumed on a considerably reduced scale in the interwar years, while previous 
investments depreciated and were partially withdrawn. The movement of 
capital across the Atlantic was stopped again in the 1930s by the great de- 
pression, which was followed by World War II, bringing further deprecia- 
tion and withdrawal of British, French, German and other foreign holdings. 

Before the outbreak of World War II, foreign investments in Latin America 
were estimated at $9 billion, including $3.5 billion held by the United States, 
$4.0 billion held by the United Kingdom, and $1.5 billion provided by other 
European countries. In terms of dollars with the purchasing power of 1914, 
the total of foreign investments was equivalent to $6.3 billion—those of the 
United States, $2.8 billion, and those of Europe, $3.5 billion. Thus, the 
withdrawal of European capital from Latin America was only partly offset by 
the inflow of investments from the United States (or the purchase of European 
interests by United States concerns). 

During World War II and in the postwar years, United States capital 
gained a new position in Latin America, mainly in the form of direct produc- 
tive investment, but again its advance could not offset the retreat of European 








eapital.* This general trend has continued. The holdings of the United States 
in Latin America grew steadily, from $3 billion in 1946 to $7 billion in 1956. 
When the change in the purchasing power of the dollar is taken into account, 
the latter amount is equivalent to $4.8 billion at 1946 prices. This represents 
a gain of 60 per cent in a decade, or an average growth rate of less than 4 
per cent a year—a far cry from the spectacular expansion portrayed by the 
U. S. Department of Commerce in its 1957 report on U. S. investment in 
Latin America. There has also been a steady but not very brisk inflow 
of capital from Europe. 

The total amount of all foreign investments in Latin America in 1956 has 
been estimated by our ICA at $9.5 billion—equivalent to $5.7 billion at 
1944-45 prices and hardly more than $3 billion at 1914 prices. 

The Role of U.S. Private Capital: Until 1929, U. S. capital favored sugar 
plantations in Cuba and oil wells in Mexico. More recently, Venezuela and 
Brazil have advanced to first place. The book value of U. S. investments in 
Latin American countries in 1956 was as follows (in millions of dollars) : 


Total .. : . 7,008 Central America*, Dominican 

Venezuela 1,817 PEE, GHEE co wcaceeeenens 610 
Brazil . 1,209 Serene rere 470 
Cuba .. 774 a ee 354 
Chile . 677 Ae Ses 289 
Mexico Fe 675 SS ds cn tic wae ewe 133 


* Investments in Panama exclude tanker and shipping operations ($400 million in 1956). 
Source: U.S. Department of C . US. 1 in the Latin American Economy, 1957. 


Petroleum is the main field for U. S. capital ($2.0 billion in 1956) ; manu- 
factures come next ($1.5 billion), followed by mining ($1.1 billion), planta- 
tions ($632 million) and trade ($495 million). 

The sales of U. S. corporations in Latin America grossed $4.9 billion in 
1955. Products worth $2.1 billion were exported, mainly to the United States, 
and $2.8 billion was received on the domestic markets. The U. S. Department 
of Commerce emphasizes that American capital accounted for 30 per cent of 
the exports of Latin American nations in 1955. It is an open question, how- 
ever, whether this speaks well for our investments in the area. Production 
for export is a typical operation of foreign capital in colonies and has never 
been popular with the indigenous populations. 

U. S. corporations in Latin America had 625,000 employes in 1955 and, 
as a rule, offered them better working conditions and higher wages than 
native employers. Remitted corporate profits in that year amounted to 
$680 million; the net return on equity capital was no less than 14 per cent. 
In addition, the book value of the enterprises increased by one billion dollars 
in 1955, although only $148 million of new United States money went into 
production. The large part of increased value, therefore, represented capital 
gains of United States stockholders, bringing their total gains up to 30 per 





* What happened in Latin America after the outbreak of World War II conformed with a much 
broader, worldwide trend. The value of foreign investments in the world as a whole was estimated at 
$42 billion im 1944-45, as compared with $44 billion in 1914. Moreover, the $42 billion in 1944-45 was roughly 
equivalent to $25 billion at 1914 prices. In relation to world income, the value of foreign investments in 
1941-45 was lees than a third, and probably not much more than a fourth, of that in 1914. 
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cent or more of equity capital. Latin American economists are fairly well 
informed on the affairs of foreign concerns in their countries, but the public 
at large knows little about this subject and believes that the rate of profits of 
the U. S. corporations is even higher. 

Foreign capital, especially U. S. capital, is ubiquitous in Latin America, but 
its contribution to the economic growth of the area is somewhat reduced by 
fluctuations in its flow, which are determined by the opportunities offered 
for investment elsewhere and largely by the far-fledged, often global, plans 
of leading corporations. The decisions of the latter, although wholly logical 
from the point of view of their stockholders, may appear erratic from the 
point of view of host countries. The U. S. Department of Commerce estimates 
the flow of net direct investments of U. S. corporations into Latin America as 
foliows (in millions of dollars) : 


1946 ‘a Ras 1952 . 
1947 . 7 1953 : OF 
1948 :; 332 1954 . 88 
1949 332 1955 ; 193 
1950 .. . 40 1956 612 
ee , .. 166 


Source: U.S, Department of Commerce, Balance of Payments, Statistical Supplement, Washington 1958. 


The average inflow of about $200 million a year in 1950-56 is a fairly 
meaningless figure when the amounts for single years vary from $40 million 
to $612 million. Moreover, an investment of half a billion dollars in the oil 
fields of Venezuela can hardly be considered by people in Brazil, Mexico or 
Chile as an investment in the expanding economy of the continent. 

The attitude of people in Latin America to the predominance of U. S. 
capital in certain economic sectors (mining, steel, plantations) is neither 
hostile nor enthusiastic. We heard no complaints that U. S. firms underpay 
their workers, violate labor regulations, evade taxes or compete unfairly with 
local capital. But likewise we did not hear any local economist, businessman, 
journalist or government official refer to U. S. capital in the country in the 
eulogistic terms used by our Department of Commerce. All in all, people 
seem to realize that the inflow of foreign capital is in the interest of their 
country. We observed this attitude in Brazil and Mexico, Chile and Colombia, 
and to some extent in other countries we visited, in provincial cities as well 
as in capitals. 

Sometimes people seemed proud that American, British, French. German, 
Japanese and Dutch corporations were building factories around their city, 
but on the whole they were not happy about the way in which foreign capital 
is used in their countries. Resentment is widespread against the extraction 
of oil and ores by foreign enterprises. People think that such operations are 
depriving Latin American nations of their resources. In Argentina, Brazil 
and Mexico this idea has found its expression in almost hysterical opposition 


‘to exploitation of petroleum by foreign capital. The slogan “The Oil Is 


Ours” has become a part of the credo of economic nationalism. Likewise 
there is resentment, though less passionate, against exporting local raw mate- 
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rials such as ores, instead of processing them at the mouth of the mines. We 
heard many complaints that foreign capital is guided not by the interest of 
the host countries but by the search for profits—which is, of course, equally 
true of domestic capital. Similarly, people complain about the tremendous 
profits foreign capital receives, without noticing that domestic capital is 
even more rapacious, demanding annual interest of not less than 30 per cent, 
and in some cases as much as 90 per cent. 

All in all, people would prefer foreign portfolio investments in local private 
and public enterprises to the direct investments which have become the pre- 
vailing operation of private foreign capital in Latin America. 

The Eximbank and the U.S. Government: Along with the inflow of private 
foreign capital, Latin America obtains some funds for its economic develop- 
ment from the World Bank and Export-Import Bank of Washington (Exim- 
bank). The purposes and statutes of these two organizations differ but they 
often act concurrently, and many projects have been financed by both organi- 
zations. Indeed, when a foreign government uses a loan from the World Bank 
for purchasing machinery or industrial equipment in the United States, this 
loan operates like an Eximbank credit. Inversely, when an Eximbank loan 
permits the government or its contractors to buy railroad equipment, road 
building machinery, trucks or electrical-installation materials in the United 
States, the operation differs little from financial support of the respective 
projects by the World Bank. 

Both institutions charge the same interest for their loans, usually 4.5 to 5.5 
per cent, and reserve the right of control over the use of funds lent by them. 
But the Eximbank opens short-term as well as long-term credits and occasion- 
ally lends rather small amounts of money, while the World Bank concentrates 
on long-term loans for larger projects. 

The Eximbank began operations in February 1934 and authorized credits 
totaling almost $9 billion up to the end of 1957. Of this amount, $3.2 billion 
was designed for financing exports to Latin America, but credits for $669 
million were cancelled, so that $2.5 billion remained available. Only $1.8 
billion was actually disbursed, and almost half of this amount has been re- 
paid. Currently, the Eximbank authorizes new credits to Latin America at 
a rate of roughly $200 million a year, but a part of authorized credits is usually 
cancelled, and new credits are partly offset by repayment of old debts. Thus, 
the net new credits of the Eximbank to the Latin American economy hardly 
exceed $100 million a year. 

Direct grants and loans by the United States Government are another 
source of capital inflow to the area. Apart from military aid, which adds 
little to the economy of the receiving nation, the U. S. Government awarded 
the Latin American republics $225 million in loans and $165 million in grants 
in the three years 1954-56. From the point of view of Latin America, these 
loans and grants are more productive than the inflow of private capital not 
only because they are directed to proper targets but also because the country 
does not pay the high price demanded by private capital. 

The World Bank: Most satisfactory to the Latin American countries, how- 
ever, are the loans accorded by the World Bank. They are usually directed 
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toward the most urgent projects, are given on terms as favorable as those of 
the Eximbank, and imply no political obligation on the part of the receiving 
country to the creditor nation. Up to the end of 1957, the World Bank had 
awarded 72 loans to 15 Latin American countries for a total amount of $745 
million, distributed as follows (in millions of dollars) : 


Ee eee ee 64 Nicaragua ......... 23 
okie a arate m 152 Peru ..... ee a 0ltCsC 18 
ee - sae Fe Re 7 
Sia 74 +l Salvador ..... ce ee I ey ce ne 16 


Source: International Bank for Reconstruction and Development, Loans at Work, March 1958. 


All these are development loans. Almost half the total amount was 
designated for generation and distribution of electric power, some 40 per 
cent for building and rehabilitating railroads and highways, the rest for 
agriculture (farm mechanization, irrigation and flood control, and so on), 
industry (pulp) and communications (telegraph and telephone). Of $50 
million lent by the World Bank to Latin America in 1957, more than 80 per 
cent went for the development of power ($15 million to Chile, $1.6 million to 
Nicaragua, $25.5 million to Uruguay). 

Current Supply of Foreign Capital: In all, in 1954-56 Latin America 
obtained almost $2 billion in loans, credits and grants from abroad: some 
$900 million in direct private investments from the United States, approxi- 
mately $200-250 million from other countries, about $400 million in loans 
and grants from the United States Government, $300 million from the Exim- 
bank and $150 million from the World Bank. The total is higher than in the 
preceding three years because of unusually large private investments in 1956. 
The normal flow of foreign capital is probably close to $600 million a year. 
with one third supplied by private capital and two-thirds provided by the 
World Bank and United States Government, either directly or through the 
Eximbank.* 

Taking into account the current national income of the area—approximately 
$40 billion—and growth of population at a rate of 2.5 per cent a year, Latin 
America needs net investments at an annual rate of $3 to $4 billion for 
adequate development of its economy (including the building of houses but 
excluding the maintenance cost of existing capital). The flow from abroad 
described above meets some 15 to 20 per cent of this need. Economic 
progress in the area could probably be accelerated if, along with changes 
in the psychological climate, economic practices and other conditions, the 
inflow of capital were to increase. It is obvious, however, that from the 
point of view of the economies of the Latin American countries, an expan- 
sion of loans from the World Bank would mean more than a much larger 
increment in foreign private investments. 

The preceding discussion has not dealt with the operations of the new 
U. $. Development Loan Fund and the Special Fund for Latin America, both 
established in 1957. The Development Loan Fund ($300 million for the 
frst year) is in an early phase of operation and has not attracted much 





*Since the United States contributes more than one-third of the capital of the World Bank, its share in 
public funds flowing into the Latin American economy from abroad is close to 90 per cent. 
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attention in Latin America. Of the original applications for loans totaling 


governments. The comments on the objectives and philosophy of the Fund, 
as presented in the Report to Congress on Mutual Security, leave an impres. 
sion that the program is more concerned with the cold war and promotion 
of principles of free enterprise than with the economic development of the 
respective countries. 
The Special Fund of $15 million appropriated in the fiscal year 1957 was 
used essentially for small loans to small countries: $3 million to Honduras, $) 
million to Panama, $2 million to Costa Rica, $2 million to Ecuador. $2 million 
to Peru, $1 million to Paraguay, and the rest to the Organization of the 
American States. The amounts allocated and the pattern of distribution sug. 
gest that the purpose was to give something to as large as possible a number of 
applicant states, without serious thought of helping Latin America in develop 
ing its resources. 
U. S. Technical Assistance: The efforts of Latin American countries to ae. 
celerate economic progress and improve the living conditions of the peopl 
are supported by numerous technical assistance programs of the United Na 
tions, the United States and private organizations. The oldest and most impor. 
tant among them is the program inaugurated in the 1930s by the Institute for 
Inter-American Affairs (ITAA). The ideas of this program were later applied 
on a much broader scale in the Point Four program. Subsequently the latter 
changed its name in line with the vicissitudes of U. S. politics—it was called 
Technical Cooperation Administration (TCA) in 1950-53, then became : 
part of Foreign Operations (FOA) and was integrated with International 
Cooperation (ICA) in 1955. The administrative changes, however, have not 
seriously affected the operations of the program in Latin America where even 
now it is known under its original names, ITAA or Point Four. Detailed dis 
cussion of it is not within the scope of this study. The following paragraphs 
mention only the salient features.* 
The program mainly covers the four fields of health, education, agricultur 
and industry, but attention is also given to transportation, the productivity 
problem (labor), organization of modern public administration, and so on 
Each project is carried out on the basis of cooperation between the United 
States mission and the host government and must be initiated by the latter 
In each project the U. S. agency supplies specially trained technicians and 
funds covering their salaries and purchase of necessary equipment. The hos 
government defrays all other expenses that demand local currency, including 
salaries of local personnel. In time, native workers who have received on-the 
job training replace the United Staets technicians, and the share of the Unite 
States in financing the project declines while that of the host governmer 
increases until the U. S. mission withdraws completely and the project i 
continued by local personnel alone. 
Because of the transfer of funds and considerable discrepancies betwee 


* An excellent analysis of this and other technical assistance programs in Latin America will be few! 
in the report published by the National Planning Association under the title “‘Technical Cooperation * 
Latin America. Recommendations for the Future.” 
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Vil. U. S. Technical Assistance and Economic Aid 
(In thousands of dollars) 





TECHNICAL COOPERATION | OTHER ECONOMIC AID 
Cumulative | Cumulative 
through | through 
Country 1956 1957 1958 1958 | 1956 1957 1958 1958 
Mexico 705 888 680 5,841 | _ — — — 
Guatemala 1,983 2,238 2,400 8,974 16,193 15,280 10,000 46,281 
El Salvador 934 1,069 1,000 5,400 — — _ — 
Nicaragua 756 = 68 | 900 4,820 _ — — _ 
Honduras 1,156 1,324 1,350 7,266 — _— — -- 
Costa Rica 907 904 1,050 6,483 _ —_ — — 
Panama .... 1,096 1,023 1,170 7,710 _ _ _ — 
ee ...% 471 569 570 2,564 _ _— — — 
Dominican Republic 265 156 190 1,634 _ _ —_ —_— 
| 1,361 1,116 1,300 5,795 5,000 1,010 — 7,658 
Venezuela 150 135 170 999 — — —_— — 
Colombia 1,323 1,156 1,290 7,872 | — — ae os 
Ecuador 1,660 1,809 1,880 10,215 | _ -— — os 
Peru .. 2,819 2,594 2,850 16,419 —_ _— — — 
Bolivia 2,500 3,300 3,100 17,000 | 22,900 20,000 17,000 74,100 
Paraguay 1,801 1,530 1,480 10,656 — “= — — 
Chile . 2,174 2,456 2,500 12,656 —_ — — — 
Argentina _ — 350 350 84 _ —_ 84 
Uruguay 154 254 200 1,650 — — -- —— 
Brazil 3,604 4,512 4,700 23,134 —_ _— — — 
ae 25,819 27,714 29,130 157,438 | 44,177 36,290 27,000 128,123 


Source: Computed from the Report of the ICA for the Hearings before the Committee on Foreign 
\fairs, House of Representatives, 85th Congress. Mutual Security Act of 1958, Part XIV. 





appropriations and actual use of funds, it is difficult to obtain a perfectly clear 
picture of the program and its distribution among individual countries and 
fields of activities. According to the survey presented by the Administration 
to the House Foreign Affairs Committee, the United States has spent a total 
of $157 million on technical assistance in Latin America, from the start of 
the respective programs through the fiscal year 1958. Expenditures have in- 
creased gradually in recent years: $25.8 million in fiscal year 1956, $27.7 
million in 1957, $29.1 million in 1958 (estimated). Brazil has the largest 
program, followed by Bolivia, Peru, Paraguay and Guatemala. 

Economic aid—partly as defense support, partly as emergency grants— 
was extended to Bolivia, Guatemala and Haiti, in response to the critical 
situation in these countries as a result of political upheavals. 

All in all $285 million had been spent in Latin American countries for tech- 
nical assistance and economic aid in the past seven years—less than the cost 
ofa modern battleship or aircraft carrier. 
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Vill. U. S. Technical Assistance by Main Activities 


Fiscal Year 1958 (Estimate, in thousands of dollars) 


Health, Indus- Trans- 
sanita- Educa- Agricul- try, —por- 

Country Total tion tion ture mining tation Labor Other 
Mexico ...... eet wate 680 64 15 = 373 16 110 102 
Guatemala** ....... 12,400 996 780 5,042 80 5,020 20 462 
ee SPT eETT rere 1,000 206 119 374 70 a 84 147 
Nicaragua ............ 900 94 270 388 28 50 10 60 
Honduras ..... are eg Se 212 408 442 18 110 50 110 
Costa Rica ' . 1,050 218 100 416 95 36 22 163 
Panama .. See 175 299 478 78 23 iT 106 
| REE ee 570 —_ 94 245 27 92 26 % 
Dominican Republic . 190 —- 183 _ — 7 _ - 
Haiti** ...... ee 3,300 790 310 1,300 25 720 _ 155 
ES ee eevee 170 170 — _ a _ = - 
IE idedtscemanwe 1,290 381 i 565 — 80 — 153 
Ecuador ..... picem tance, 446 327 725 116 a a 266 
En ee ne 2,850 538 406 1,054 146 — — 706 
ae ee ae 4,200 526 525 1,552 87 940 76 494 
Ee 1,480 231 352 356 — 195 — 34 
rer .. 2,500 308 — 1,000 580 280 — 32 
Argentina .... oe 350 — 70 m 66 74 94 a 
Uruguay ........ 200 105 ~ = _ _ _ % 
Brazil** _. ; 4,700 795 816 1,363 326 315 =«169 96 

TOTAL ............ 42,230 6,255 5,185 15,300 2,115 7,958 672 434 

* Includes public edministration, general and miscellaneous. 

** Includes part of appropriation for economic aid, 
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The funds were distributed among broad fields of activity and sing: 
projects according to the desires of host governments. Unavoidably, they har 
been spread rather thin in relation to the vast scope of the program. 
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and sanitation. Hospitals have been built, health centers organized, faciliti 
for environmental sanitation introduced, campaigns waged against malar 
and contagious diseases. Great attention has been given to the training of lo 
personnel on all levels. Latin America is studded with medical institutioy 
that have grown out of “servicios” founded by the ITAA. The work, hower, 


The success of the program has been most striking in the field of i 
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is far from completion. Even in such prosperous nations as Brazil and Mex 
there remain vast areas with pathetically inadequate health conditions, wh 
sanitation and health services in less developed countries are often limit 
to cities and very little progress has been made in rural areas. 

We had occasion to observe the medical and sanitation work of the Unit 
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countries, especially along the Pacific coast, and talked about this work with 
local intellectuals. We heard very little adverse criticism of the program and 
many laudatory comments, but our impression is that the job has just begun 
and the work of the U. S. missions in this field should be greatly expanded, 
particularly in the villages. 

The educational work of the U. S. missions is concentrated on vocational 
and technical training in special schools and centers and in classes added to 
regular schools. The United States has also helped in organizing “normal 
schools” for training teachers. 


In Peru and Bolivia, we visited “nuclear schools” developed in rural areas 
with the aid of our missions. Elementary rural schools are grouped in clusters, 
“nuclei,” attached to a central school. The latter provides four grades of 
elementary education, and supervision and leadership to the attached schools, 
which have classes for one or two grades. Of course, this arrangement is a far 


— 


AN UNFINISHED RURAL SCHOOL BUILT BY PEASANTS IN BOLIVIA 


cty from a sound system of elementary education with from four to six grades 
ineach school, but it represents a step forward in areas where not more than 
2) per cent of the boys and girls enrolled in the first class have a chance to 
complete the second year, and not more than 5 or 10 per cent go as far as 
the fourth grade. 

In some cases, the U. S. missions have saved local school systems from 
srious difficulties. In one country, for example, all rural schools were on 
the verge of being closed for lack of funds to pay the teachers’ salaries. A 
gant of $2 million arranged by the mission prevented the collapse of the 
tural school system. 

Our missions have also provided another form of assistance to elementary 
education by helping farmers in remote villages to build schools without 
financial support from the Ministry of Education. After the walls of the build- 
ing have been raised, the local authorities usually agree to provide tiles for 
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the roof, and with the school’s building completed, the Ministry of Education 
is willing to provide a teacher. t 

Such forms of assistance in the field of primary education testify to a ver | 
low level of education in respective areas. But this is precisely the merit of | 
this system—it brings aid to people where such aid is most urgently needed, 

We also saw traces of work of the U. S. missions in schools on all levels; 
equipment for teaching physics, for technical training in high schools anj 
colleges, laboratories, electrical and optical instruments, movie projectors, ete, 

Technical assistance in the field of industry includes specialized training 
distribution of simple machinery and introduction of certain branches of 
production such as brick, cement, glass, fertilizers and canning. This program 
does not undertake the more ambitious industrial projects, such as building o 
power stations and steel mills. 

Most diversified is the activity of our technical assistance in the field of 
agriculture, It ranges from efforts to improve living conditions in villages 
distribute fertilizer, improve seed and cattle breeds, to far-reaching projects 
of resettlement as in Guatemala, and regional development, as in Chillan, 
Chile. Perhaps, the greatest achievement of our agricultural experts has been 
in gaining the cooperation of local agricultural colleges in training students 
for extension work in the villages. In Ecuador, they took an active part in 
establishing a school for tropical agriculture for the sons of local farmers. 

Moreover, the work of the missions in villages lost in the Andes or tropical 
jungles starts at a level of misery at which technical assistance cannot bk 
separated from sanitary or welfare work or basic education. We visited vi: 
lages where agricultural extension agents are engaged in campaigns to intro 
duce elementary stoves for cooking or bedsteads in farm houses, or to teach 
farmers to cut an opening in the wall to let light into the room. Such a hok 
in the wall, the first step for introducing windows with glass panes, may mark 
the beginning of a cultural revolution in a village. We saw such “improved" 
houses but had no opportunity to observe the impact of the innovation on th 
villagers. The head of one U. S. mission told us of his visit to a village wher 
the first opening was made in an adobe hut. A crowd of women in front o 
the building were almost overwhelmed by emotion: Was this not a miracle! 
Sunlight in the house! 

We ourselves saw a farmhouse in which a bedstead four inches high hai 
been installed for the first time. There was no other furniture—no chairs, m 
benches, no tables. People sat and had slept on the dirt floor, bitterly coli 
at night in that Andean village. 

We toured villages in the company of local agronomists trained by Poist 
Four technicians, all young, full of energy and enthusiasm. We saw them # 
work with our people. This was one of the brightest, most encouraging im 
pressions we had during our trip. 

UN and OAS Technical Assistance: Along with the Point Four mission 
other organizations are at work in similar fields in Latin America. The Unite! 
Nations is represented mainly by UNESCO, WHO and FAO. Their contrib: 
tion is noteworthy although their work is stretched too thinly and the meas 
at their disposal are utterly inadequate—some $4 million to be divided amox 
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half a dozen agencies in fifteen or more countries! It seems that lack of funds 
has compelled the UN agencies to concentrate on short-run projects. Their 
missions come and go. We saw many reports prepared by such missions, 
usually full of excellent advice to the local governments on what they should 
or should not do. Perhaps such recommendations were followed through or 
at least had some impact on the thinking of local governments, but I heard 
nothing to this effect. 

Comparing my impressions of the technical assistance work of our missions 
with that of the United Nations, I think that, apart from a different scale of 
activities, our missions have two advantages: Their work is done in close co- 
operation with local people; they have a more permanent character. 

Among the ventures in technical assistance by the Organization of Ameri- 
can States, mention should be made of the Inter-American Housing Center 
(CINVA). Its emphasis is on the development of plans and techniques for 
building low-cost houses, often on the basis of self-aid, for families and 
communities now living in conditions of humiliating poverty. The work of 
the Center is closely associated with that of Technical Assistance mission. 
Often the technical ideas of the Center are brought to the people and trans- 
formed into reality by the workers of ICA. These ideas are very simple: use 
of local building materials; economical use of cement blocks; role of social 
workers in housing projects; organization of “cooperatives” for building 
houses with one’s own hands. At the time we visited the CINVA headquarters 
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in Bogota, Colombia, its attention was focused on a new soil-cement block 
making machine. This is a very primitive, clumsy-looking hand press that 
produces solid blocks out of almost any soil. It can be operated by two men, 
and if necessary by one man. It can be dismantled and transported on mule- 
back to inaccessible areas. It had been planned as a “do-it-yourself” device 
and can be made very cheap in mass production. Prospects are good that 
in a short time, thousands and perhaps a hundred thousand such “sinve-Ram” 
presses will be put into action, and millions of people thus enabled to build 
better, weather-resistant dwellings for themselves. When the CINVA workers 
explained to us the advantages of their machine, we shared their enthusiasm 
and felt that their press was a greater achievement than some glamorous hous- 
ing projects. Indeed, the Center, working on a very modest budget, concen- 
trates its attention on improving the housing conditions of the majority of 
the population in Latin America, while most of the ambitious housing projects 
merely supply greater comfort to those who can pay. 

Education and health problems have also attracted various religious groups 
to Latin America. The National Planning Association has estimated that more 
than 60 United States religious groups—Catholic, Protestant, Jewish and 
interdenominational—are conducting programs of health, education and agri- 
culture in every country of Latin America, doing the equivalent of the full- 
time work of 2,000 technicians. They maintain over 100 hospitals and nursing 
schools, sponsor more than 1,000 primary schools, about 150 secondary 
schools, about 60 commercial and vocational schools; they conduct over 40 
projects of agricultural extension education. Substantial contribution in the 
field of health services is also being made by the Rockefeller and Kellogg 
Foundations. 

Summary: Certain conclusions may be drawn from this outline of the 
position of Latin America in world trade, its receipt of foreign capital and 
economic aid, and the technical assistance it obtains from the United States 
and international organizations. 

Latin America has not been left without economic and technical aid, and 
has not, I believe, been abused or mistreated by the United States in foreign 
trade. Nor has it been overlooked or slighted in th economic and technical as- 
sistance programs of the United States and United Nations. There are certain 
defects, however, in our trade policy, in the flow of foreign investments and 
in the economic and technical assistance accorded to this area: 

© The trade policy of the United States is determined without regard to 
its impact on the economy of Latin American nations. 

© The flow of private capital from the U. S. and other countries to Latin 
America is utterly erratic from the point of view of local people and is often 
directed to objectives that have nothing to do with the needs of local economy. 

© The supply of public funds (World Bank, Eximbank and U. S. Govern- 
ment) fluctuates from year to year and lacks the continuity necessary for 
long-run planning. 

© The program of technical assistance has been conspicuously successful 
in some countries but does not penetrate into other regions where it would 


be equally effective. 
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5. U.S. Policy In Latin America 


EOGRAPHICALLY, Latin America is as remote from the critical theaters 

of global strategy of the Pentagon and the Kremlin as it is possible to be 
on our tiny planet in the atom age. This makes the objectives of United States 
policy in Latin America radically different from those in Europe, Africa or 
Asia—an immense arena in which the West meets and clashes with the East. 
Whatever the final judgment of history about the nature of this clash, it ap- 
pears to us as the defense of freedom and civilization against hostile forces. 
In view of the overwhelming importance of this issue, the United States has 
felt compelled to subordinate its foreign policy to global strategic require- 
ments. The hotter the cold war becomes, the more exacting becomes the 
military aspect of its foreign policy and the deeper the difference between 
the objectives of this policy in the Old World and Latin America. The main 
source of vacillation and apparent contradictions in our policy toward the 
South is the fact that this policy is considered a part of our global strategy, 
which it is not. 
What is frequently represented as a change in the United States attitude 
toward Latin American nations has been the result of the reorientation of 
our general foreign policy. Recall the outline of programs “for peace and 
freedom” in President Truman’s inaugural address in January 1949: 

“First, we will continue to give unfaltering support to the United Nations 
and related agencies and we will continue to search for ways to strengthen 
their authority and increase their effectiveness. . . . 

“Second, we will continue our programs for world economic recovery. . . . 

“Third, we will strengthen freedom-loving nations against the dangers of 
aggression. . . 

“Fourth, we must embark on a bold new program for making the benefits 
of our scientific advances and industrial progress available for the improve- 
ment and growth of underdeveloped areas. . . .” 

The President further elaborated as follows: 

“We should make available to peace-loving peoples the benefits of our 
store of technical knowledge in order to help them to realize their aspirations 
for a better life. And, in cooperation with other nations, we should foster 
capital investment in areas needing development. 

“Our aim should be to help the free people of the world, through their own 
eforts, to produce more food, more clothing, more materials for housing 
and more mechanical power to lighten their burdens. . . . 

“It must be a world-wide effort for achievement of peace, plenty and free- 
dom.” 

The global military policy (military aid to foreign countries) appears 
here as one of the four cornerstones of foreign policy, the other three being 
non-military: support of the United Nations, foreign economic aid and inter- 
ational technical assistance program (Point Four). The particular objective 
of United States policy in Latin America could be clearly outlined against 
he background of points two and four of this program. 

World affairs, however, have taken another turn. After the Korean War, 
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foreign economic aid and technical assistance were submerged under the 
concern about national security through military alliances and the armaments 


race. Seven years after Truman’s inaugural address, the new President of | 


the United States presented another philosophy of foreign policy in his 
Message to the Congress on the Mutual Security Program: 

“The need for a mutual security program is urgent because there are stil] 
nations eager to strive with us for peace and freedom but. without our help, 
lack the means of doing so. 

“The need is urgent because there are still forces hostile to freedom that 
compel the free world to maintain adequate and coordinated military power 
to deter aggression. 

“The need is urgent because there are still peoples who aspire to sustain 
their freedom but confront economic obstacles that are beyond their capabili. 
ties of surmounting alone.” 

In view of these circumstances, the people of the United States were asked 
to make sacrifices for military, technical and economic assistance to other 
nations, with a strong emphasis on the military aspect of the mutual security 
program: 

“The Soviet maneuver . . . includes offer of bilateral trade arrangements 
which may involve provisions of arms and capital goods as well as technical 
assistance. . . . 

“Even when we welcome respite from the Soviet policy of threat and 
violence we must take careful stock of what still remains of it. . . . There js 
nothing . . . to warrant a slackening of our efforts to strengthen the common 
defense of the free world. 

“In its new departures in foreign policy, we see that the Soviet Unio 
continues in its familiar pattern of ceaseless probing for opportunities to 
exploit political and economic weaknesses. 

“. . . With Soviet leaders openly proclaiming their world aim, it would 
be folly for us and our friends to relax our collective efforts toward stability 
and security.” 

The meaning of the principles established here as guidelines of U.S. foreign 
policy is not concealed by the reservation: “Needless to say, we do not inteni 
to permit specific Soviet moves to control our activities.” Indeed, the whol 
program of mutual security is presented as a vigilant defense, and such 3 
defense is unavoidably controlled by the moves of the ruthless and shrewé 
enemy. 

President Eisenhower’s message contained a special paragraph concernin 
Latin America: “We propose to strengthen further the friendly relationship 
which exist with our sister republics in the South. I recommend that we con 
tinue to encourage by technical assistance the programs initiated by the Lati 
American nations to make better use of their own resources.” 

The relation of this proposal to the program of mutual security isn 
very clear. The “Summary Presentation” of the program published joint 
by the Department of State, Department of Defense and International Coope 
ation Administration fills this gap by explaining the importance of Lat 
America to the United States: 
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“Latin American influence in the United Nations and in their international 
dealings, in support of peace, freedom and international justice, is a powerful 
force for world stability and peace. From the military point of view, the 
friendship and cooperation of the nations of Latin America is essential to 
the defense of the whole hemisphere.” 

Both arguments interpret the U.S. policy in Latin America as a part of 
global cold war. Actually, however, Latin America has no part in this clash 
of great powers. Thus, the U.S. policy in this part of the world is left hanging 
in midair, without an adequate ideological foundation. 

False Accusations: The fact that the objectives of the United States in 
Latin America have not been firmly established, has deprived its policy in 
this area of internal consistency and made it an easy target for false accusa- 
tions. The Communists decry it as a policy of colonial expansion designed 
to grab the natural resources of the region. Others denounce the United States 
for supporting reactionary forces in Latin American countries and arming 
local dictators. 

In my opinion, both accusations are false. It is ridiculous to speak of 
Yankee imperialism and colonialism in Latin America in view of the example 
of Puerto Rico, which is, economically and politically, one of the brightest 
spots in the area. Equally absurd is the insinuation that U.S. economic aid 
to Bolivia and Guatemala or technical assistance to those countries plus 
Colombia, Ecuador, Peru and Chile tends to subjugate these countries to 
monopolistic U. S. capital. Our survey of technical assistance in Latin America 
shows clearly enough that this assistance contributes to the well-being of 
the peoples concerned and strengthens their independence. The accusation 
of colonial conspiracy by Point Four personnel is a lie as shameless as the 
accusation that milk distributed by the United States to school children in 
poverty-stricken villages in the Andes is poisonous. 

The accusation that the United States is allying itself with reactionary forces 
is more serious. As a general rule, our Embassies are inclined to cultivate 
friendly relations with circles close to the government and the ruling party. 
Partly because of the violence of the inter-party feud in some Latin American 
countries, they avoid association with the opposition. It cannot be denied 
also that they have manifested sympathy with some local dictators for their 
anti-Communist policy and generosity toward American big businessmen. 

There ig no evidence, however, that the United States has maintained 
dictators in power against the wishes of the people. Surely, the United 
States was not to blame for Rojas Pinilla in Colombia, Perez Jimenez in 
Venezuela, Somoza in Nicaragua, Trujillo in the Dominican Republic, Perén 
in Argentina, or Batista in Cuba. Its conciliatory role in the Guatemalan revo- 
lution that ended the Arbenz regime cannot be described as a conspiracy 
against democracy in that country. 

True, the United States has given arms to some Latin American countties 
which asked for military aid. The wisdom of this policy can be questioned. 
Itcan be argued that the armies of Latin American republics, equipped with 
U.S. weapons, would be unable to defend themselves in the event of an attack 
by the Soviets, and that the respective governments are more likely to use 
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their tanks and airplanes in clashes with sister republics and in internal 
struggles for power. It can be argued that the policy of maintaining armies 
in Latin American republics is fundamentally wrong and they might be 
advised to disarm under a mutual security pact enforced by the Organization 
of American States. This is, however, a controversial issue. As long as Latin 
American countries feel that as independent nations they must maintain 
armed forces, the United States cannot deny them weapons. Its military aid 
to Latin American countries, whether under democratic or dictatorial regime, 
has not gone beyond this general principle. 

I therefore do not believe that the United States is responsible for the 
existence of dictatorships in Latin America, but it can be accused of lack of 
clarity and consistency in its attitude toward political trends in this area, 
Dictatorial regimes are formidable roadblocks to progress in Latin America. 
This consideration should have determined the U. S. attitude toward them. 

Fallacies of U. S. Policy: The weaknesses of U.S. policy in Latin America 
stem from lack of clarity about its ultimate objectives. Indeed, its policy seems 
to be directed by considerations which fail to inspire confidence in its sincerity 
—such as global strategy in cold war, promotion of export goods and capital, 
and the sympathy of the United States Government for certain slogans and 
disapproval of others. 

Global Strategy: Whether or not the philosophy of mutual security which 
epitomizes our global strategy is sound in Europe and Asia, it is a 
matter of record that it does not apply to Latin America. The evidence is 
provided by the actual share of Latin America in total U. S. outlays under 
the various mutual security programs (in millions of dollars) : 


Appropriations for Mutual Security, 1957 


World Latin America 
The whole program ..... Rr ee eet ae 4,861 % 
Military assistance and defense support ... 4,131 35 
Development assistance ...............-.. 572 27 
Technical assistance ............. cnet 158 34 


Latin America’s share is approximately 5 per cent of the development 
assistance program, about 22 per cent of the technical assistance and less than 
1 per cent of military assistance and defense support. Its share in all forms 
of foreign aid is just 2 per cent, and this is a source of resentment in Latin 
that this area is no part in global strategy of the United States and conse: 
America: The United States spends billions of dollars on foreign aid but only 
2 per cent of these funds go to Latin America. The plain truth, however, is 
that this area plays no part in U. S. global strategy and conse 
quently has little importance in its military program. Latin America’s share 
in total foreign aid appropriations seems humiliatingly low because of 
the misleading classification of these appropriations. 

The Senate Committee on Foreign Relations, in its Final Report on Tech- 
nical Assistance, 1957, suggested a threefold classification of related pro- 
grams: 

“1. Military assistance-—anything from jet planes to shoe laces delivered 
directly to military forces. 
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“2. Economic assistance—anything in the form of capital equipment or 
investments. 

“3. Technical assistance—anything in the form of knowledge, technique or 
know-how.” 

It can be argued, however, that the difference in the purpose of appropria- 
tions is more significant than material supplied. Military aid, for example, 
may include military training of the natives—a transfer of technical know- 
how. Similarly, when the United States offers to assist an allied government 
in strengthening the: bridges on certain strategic routes, in order to make 
them passable for heavy tanks and artillery, this is a clear case of military 
aid in the guise of economic assistance. 

The Final Report of the Committee points out that a reason for the dis- 
tinction between economic aid and defense support may well be the feeling 
on the part of the Administration that something smacking of military aid 
is easier to sell to the Congress, and the feeling on the part of Congress that 
military aid is more easily sold to the public. The Report expresses the con- 
viction that “both Congress and the public are wiser and more mature than 
this sort of semantics implies. If the economic development of country X 
is in the national interest of the United States, then economic assistance can 
be justified on these grounds, without straining the case to cast it into a mili- 
tary mold.” 

This observation is correct but does not go far enough. It may leave the 
impression that each policy decision in the field of foreign aid and even each 
single project must be approached from the angle of the national interest of 
the United States. As long as such an interpretation is possible, foreign eco- 
nomic aid remains subordinated to the global strategy of this country, and 
its policy in Latin America is left without guidance. There must be no “ifs” 
in decisions on foreign aid. The United States interest in economic and social 
progress in a region must be firmly established in advance. It may be more 
immediate in one region than in others, and this difference must be taken 
into account in the geographical distribution of funds. But implementation 
and administration must be determined by the needs and interests of receiving 
countries, without any reference to special interests of the United States. 

Promotion of Exports: Economic aid and technical assistance are often justi- 
fied as a means for opening new outlets abroad for U.S. products and capital. 
The Final Report of the Senate Committee dramatizes this argument by a 
chart which argues: “The More Developed the Country . . . The Better Cus- 
tomer It Is.” Latin America is conspicuous by its absence from this chart. 
Were it included, it would have occupied a place above the United Kingdom 
and Germany, which proves clearly enough the fallacy of the export argu- 
ment. Indeed, the per capita export from the United States to different coun- 
tries depends on many factors: the structure of their economies, their need 
for articles exported by the United States. competitive position of these articles 
on the world market and so forth. The “and so forth” includes, among other 
things, the level of economic development of the respective country: Other 
conditions being equal, the demand of a country for U. S. products is 
likely to increase with the growth of its national income. This general tendency 
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their tanks and airplanes in clashes with sister republics and in internal 
struggles for power. It can be argued that the policy of maintaining armies 
in Latin American republics is fundamentally wrong and they might be 
advised to disarm under a mutual security pact enforced by the Organization 
of American States. This is, however, a controversial issue. As long as Latin 
American countries feel that as independent nations they must maintain 
armed forces, the United States cannot deny them weapons. Its military aid 
to Latin American countries, whether under democratic or dictatorial regime, 
has not gone beyond this general principle. 

I therefore do not believe that the United States is responsible for the 
existence of dictatorships in Latin America, but it can be accused of lack of 
clarity and consistency in its attitude toward political trends in this area, 
Dictatorial regimes are formidable roadblocks to progress in Latin America, 
This consideration should have determined the U. S. attitude toward them. 

Fallacies of U.S. Policy: The weaknesses of U.S. policy in Latin America 
stem from lack of clarity about its ultimate objectives. Indeed, its policy seems 
to be directed by considerations which fail to inspire confidence in its sincerity 
—such as global strategy in cold war, promotion of export goods and capital, 
and the sympathy of the United States Government for certain slogans and 
disapproval of others. 

Global Strategy: Whether or not the philosophy of mutual security which 
epitomizes our global strategy is sound in Europe and Asia, it is a 
matter of record that it does not apply to Latin America. The evidence is 
provided by the actual share of Latin America in total U. S. outlays under 
the various mutual security programs (in millions of dollars) : 


Appropriations for Mutual Security, 1957 


World Latin America 
The whole program ..... aia epee ha ea 4,861 % 
Military assistance and defense support ... 4,131 35 
Development assistance .................. 572 27 
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Latin America’s share is approximately 5 per cent of the development 
assistance program, about 22 per cent of the technical assistance and less than 


1 per cent of military assistance and defense support. Its share in all forms | 
of foreign aid is just 2 per cent, and this is a source of resentment in Latin | 
that this area is no part in global strategy of the United States and conse: | 
America: The United States spends billions of dollars on foreign aid but only | 
2 per cent of these funds go to Latin America. The plain truth, however, is | 
that this area plays no part in U. S. global strategy and cons | 


quently has little importance in its military program. Latin America’s shar 
in total foreign aid appropriations seems humiliatingly low because o 
the misleading classification of these appropriations. 

The Senate Committee on Foreign Relations, in its Final Report on Tech- 
nical Assistance, 1957, suggested a threefold classification of related pro 
grams: 

“1. Military assistance-—anything from jet planes to shoe laces delivered 
directly to military forces. 
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“2. Economic assistance—anything in the form of capital equipment or 
investments. 

“3. Technical assistance—anything in the form of knowledge, technique or 
know-how.” ; 

It can be argued, however, that the difference in the purpose of appropria- 
tions is more significant than material supplied. Military aid, for example, 
may include military training of the natives—a transfer of technical know- 
how. Similarly, when the United States offers to assist an allied government 
in strengthening the bridges on certain strategic routes, in order to make 
them passable for heavy tanks and artillery, this is a clear case of military 
aid in the guise of economic assistance. 

The Final Report of the Committee points out that a reason for the dis- 
tinction between economic aid and defense support may well be the feeling 
on the part of the Administration that something smacking of military aid 
is easier to sell to the Congress, and the feeling on the part of Congress that 
military aid is more easily sold to the public. The Report expresses the con- 
viction that “both Congress and the public are wiser and more mature than 
this sort of semantics implies. If the economic development of country X 
is in the national interest of the United States, then economic assistance can 
be justified on these grounds, without straining the case to cast it into a mili- 
tary mold.” 

This observation is correct but does not go far enough. It may leave the 
impression that each policy decision in the field of foreign aid and even each 
single project must be approached from the angle of the national interest of 
the United States. As long as such an interpretation is possible, foreign eco- 
nomic aid remains subordinated to the global strategy of this country, and 
its policy in Latin America is left without guidance. There must be no “ifs” 
in decisions on foreign aid. The United States interest in economic and social 
progress in a region must be firmly established in advance. It may be more 
immediate in one region than in others, and this difference must be taken 
into account in the geographical distribution of funds. But implementation 
and administration must be determined by the needs and interests of receiving 
countries, without any reference to special interests of the United States. 

Promotion of Exports: Economic aid and technical assistance are often justi- 
fied as a means for opening new outlets abroad for U.S. products and capital. 
The Final Report of the Senate Committee dramatizes this argument by a 
chart which argues: “The More Developed the Country . . . The Better Cus- 
tomer It Is.” Latin America is conspicuous by its absence from this chart. 
Were it included, it would have occupied a place above the United Kingdom 
and Germany, which proves clearly enough the fallacy of the export argu- 
ment. Indeed, the per capita export from the United States to different coun- 
tries depends on many factors: the structure of their economies, their need 
for articles exported by the United States. competitive position of these articles 
on the world market and so forth. The “and so forth” includes, among other 
things, the level of economic development of the respective country: Other 
conditions being equal, the demand of a country for U. S. products is 
likely to increase with the growth of its national income. This general tendency 
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is illustrated by the following comparison of the value of our exports to Latiy 


America and Canada in 1957: 


Canada Latin America 
Population (in million) .... i 16.6 193.7 
Exports from the United States 
Total (millions of dollars) 3,879 4,487 
Per inhabitant (dollars) 234 23 


In this general form, the argument shows only that the United States need 
not fear that economic development and indusrialization of Latin Americ 
will reduce its market abroad. Nevertheless, although rising prosperity and 
industrialization in a country may increase U.S. exports, this is not ap 
immediate, automatic reaction. The United States cannot expect that each 
million dollars it invests in economic aid in a country will increase its future 
exports to that country by $100,000 or even by ten cents a year. Perhaps the 
country receiving our aid will substitute domestic products for those cur. 
rently imported from the United States, or make purchases in West Germany 
or Italy. To invest public funds in railroads, highways, agriculture or health 
in a country in the hope that this operation will bring returns in the form of 
increased future exports is a very dubious speculation. 

Furthermore, if there were a strong correlation between U.S. economic 
aid in Latin America and the volume of U.S. exports to that region in the 
more or less remote future, there would remain the crucial question of whether 
we need to take special measures for increasing our exports. U.S. exports of 
merchandise currently run far above our imports, as the following figure 
show: 


Year Export Import Surplus of exports 
195! 14.9 10.9 4.0 
1952 15.1 10.8 4.2 
1953 ; 15.7 10.9 4.8 
1954 15.0 10.3 4.7 
1955 15.4 11.4 4.0 
1956 18.9 12.6 6.3 
ere 20.6 13.0 7.6 
Total, 1951-1957 . 115.6 80.1 35.5 


The cumulative value of U.S. exports has exceeded that of imports by $35 
billion in the past seven years. What advantage has this impressive trade 
balance brought to the nation? Actually, the United States has given away 
domestic products worth $115.6 billion for foreign products worth $80] 
billion.* But, apart from other items in the balance of payments, a surplus of 
exports over imports results in the accumulation of holdings abroad, whic 
is favorable only for a nation that plans—at some later time—to take th 
profits from its foreign investments in the form of imports. In other word 
*The surplus in export of merchandise and invisible export (transportation cost, profits from foreign * 


vestment and so on) was partly balanced by foreign aid, special conditions in export of agricultural surpls 
dities, and acc lation of holdings of U.S. corporations abroad. This does not invalidate the argum« 


thet outlets for U.S, merchandise abroad exceed by far the ability or willingness of the United States to @ 
port. 
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the only economic justification of a temporary surplus of export is that it 
will permit the country to import more in the future than it exports. Since 
there is no indication that the United States will reverse its balance of trade in 
the decades to come, its chance to recover the current surplus of exports 
over imports is very doubtful. 

In general, the weak point of U.S. foreign trade is not the lack of outlets 
abroad but the continuous excess of exports over imports. The sensible goal 
of our foreign trade policy therefore is to narrow or close this gap by increas- 
ing imports, reducing exports or both. Subordination of our foreign aid 
policy to the search of new outlets is contrary to this goal. 

Thus, the defense of foreign aid as a means for increasing exports gets a 
strange twist: The United States is invited to spend public money in order 
to export more and more, although each increment in export represents an 
additional loss. Of course, the United States must export, in order to cover 
the imports of currently needed raw materials and tropical products. But the 
admonition to help other countries in order to increase our exports is incon- 
gruous. 

Promotion of U.S. Investments: President Eisenhower’s message on the 
mutual security program urged: “We must continue to stimulate expansion 
of trade and investment in the free world. We must continue helping to build 
the productive capacities of free nations through public loans and guarantees 
of private investment.” In plain words, this meant that the Government would 
support the export of goods and capital through public loans and guarantees. 
Stimulation of the export of goods through public loans is, indeed, the ob- 
jective of the Export-Import Bank, and there would be no objection to con- 
tinuation of its operations. Public guarantees of private investments abroad 
is another matter. If the Government can give such guarantees to a concern 
building a factory abroad, why should it not guarantee the profits of all 
private concerns within the United States? And, generally, why and to what 
extent is the United States interested in promoting the outflow of capital— 
and occasionally the flight of capital—from this country to the happy lands 
where there is no profits tax and payment of other taxes is left to the dis- 
cretion of capitalists? What do the people of the United States get, ultimately, 
from investment of national capital abroad? Would it not be preferable to 
let this capital work in domestic industries where it would strengthen com- 
petition among private concerns, contribute to the rise of productivity and 
counteract inflationary pressures which cause a continuous rise of prices? 
With all these considerations in mind, it is difficult to understand why the 
premotion of private investment abroad appears on the “must” list of our 
mutual security program. 

In a period of acute deflation, the outflow of capital as well as an export 
balance are beneficial for a country; when inflationary pressure prevails, 
they are undesirable. Similarly, inflow of investment to a certain industry 
may be welcome to a receiving country, while inflow to other economic fields 
may be harmful. Some foreign investments are gratifying; others are bound 
to provoke resentment in the receiving country. Under certain conditions, 
large-scale investment of U.S. capital may strengthen our ties with friendly 
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countries, while under other conditions it is more likely to cause friction, 

During our stay in Buenos Aires, I had occasion to read a 120-page con/ 
cession contract awarded by the Perén Government to a U.S. oil corporation 
I was told that Peron intended to use this contract to pave the way for another| 
much bigger concession, which he would have given later to an Argentin 
concern controlled by himself and his family. The contract with the US 
corporation gave full protection to the concessionaire while providing pra 
tically none for Argentina and—according to this story—was designed te] 
provoke criticism within the country and to permit Perén’s group to appea! 
on the scene with an offer to exploit the oilfields on more favorable cond 
tions for the nation than those asked by the Yankees. If this story is tre 
Perén’s stooges overplayed their hand; the concession produced such » 
outburst of protest that it could not be ratified. Indeed, it accelerated th 
downfall of the dictator. 

One can imagine what the impact of this concession on public opinion 
in Argentina and other Latin American countries would have been if it hai 
been ratified. Would it not have confirmed the Communist charges of th 
arrogance of Yankee imperialists? 

To sum up, investment of U.S. capital in foreign countries is neither hidde 
aggression nor a blessing for the receiving nations. It has nothing in com. 
mon with the U.S. mutual security program. Neither encouragement no 
discouragement of the outflow of U. S. capital should be an objective of ow 
foreign policy in any part of the world—least of all in Latin Ameria 

Promotion of Economic Slogans: Many U.S. representatives in Latin Ame 
ica believe that a country’s pro-United States attitude must be expressed b; 
the abstention of its government from intervention in economic affairs, it 
reliance on private initiative, and its hospitality toward foreign investment 
If, on the other hand, a government decides to reserve exploration of oilfield 
to itself or relies on public regional development programs, these are mani 
festations of its anti-American tendencies, perhaps of pro-Communis 
orientation. 

It is difficult to understand this reasoning. This country is not properh 
concerned with public or private ownership of industries in Great Britain 
Germany, France and Japan and is not in the least interested in the ways it 
which Brazil, Mexico or Chile solve this problem. As far as the exploitation 
of oilfields and mines is concerned, the U.S. Government may feel its obi 
gation to defend the interests of its citizens if they are subjected to discrimi 
natory treatment or threatened with arbitrary expropriation of their property 
Except for such a situation, it has no reason to prefer any particular form 
enterprises in respective economic sectors in foreign countries. Certainh 
exploitation of Brazilian oil reserves by a Dutch or a British corporatin 
presents no advantage to the United States over their exploitation by a 
autonomous public agency. The United States could oppose a natiom 
monopoly of oil exploitation in a foreign country only if it were interest! 


in the penetration of its private capital into this field. But, from the point «} 


view of national interest, the United States gains nothing either from outflw 
of capital or its investment in this particular industry. 





7 
dev 
af 
abr: 
of f 

T 
as | 
exp! 
to L 
and 
into 
cour 

T 
not 
buil 
men 
mea 

Tl 
the | 
subt 
futu 
The 
econ 
prod 
fruit: 
trade 
as til 
will 
Euro 
two € 
acros 
Ame! 

regio 
Th 
in Le 
and ° 
of li 
econd 
mine! 
very 
On 
the de 
and i 
he det 
Amer 
and { 


coloni 


friction 
aze Con! 
poration 
another | 
rgentine| 
the US! 
ing prae.t 
igned { 
© appear! 
le cond. 
y is true 
such a 
rated th 


© opinion 
if it had 
es of th 





er hidde 
> in com 
ment no 
ive of ow 

America 
tin Amer 
yressed by 
affairs, its 
ivestment: 
of oilfields 
are mani 
Sommunis 


yt properl 
at Britain 
he ways it 





xploitatior | 
el its obli-| 
10 discrimi-| 
ir property. | 
lar form ¢ 
_ Certainly 
corporatio 
tion by a 
a nation 
e interest 


the point (f 


rom outflo 





The same reasoning should be applied to public projects of regional 
development. Those who dislike expansion of the economic responsibilities 
if the Government in this country are inclined to dislike similar projects 
abroad. But this should be a question of personal opinion rather than a matter 
of foreign policy. 

The attitude of U.S. representatives in Latin America on such problems 
as public or private ownership of industrial plants and public or private 
exploitation of mineral resources can be described as an attempt to export 
to Latin America slogans which have been rejected by our allies in Europe 
and are an apple of discord in U.S. internal politics. Injection of these issues 
into our policy in Latin America does not strengthen the prestige of this 
country among governments and intellectuals in these nations. 

The U. S. Goal: Thus, the goal of the United States in Latin America is 
not to extend the cold war. to promote the U. S. exports, to protect and 
build up U. S. investments, to befriend and support pro-big-business govern- 
ments or any particular economic doctrine. What, then, does Latin America 
mean to the United States in the long run? 

The two areas complement one another, one being located essentially in 
the moderate zone while the bulk of the other belongs to the tropical and 
subtropical zones. This relationship may become irrelevant in the remote 
future. but it will remain of decisive importance for many decades to come. 
The two areas, together with Canada, form a tightly knit geographic and 
economic region. Anglo-Saxon America relies on Latin America for tropical 
produce. and Latin America finds outlets in Anglo-Saxon America for its 
fruits and minerals. Despite the progressive diversification of production and 
trade of Latin American countries, this tie is bound to become even stronger 
as time goes on, with progress in transportation and communication, and :it 
will be further strengthened by the increasing economic cooperation of 
Europe and Africa. The trend in the world economy is toward formation of 
two economic blocs, both stretching from pole to pole and facing each other 
across the Atlantic. The hard fact of life is that the United States and Latin 
America find themselves in the same living space and must develop their 
regional economy within these limits. 

The United States is, therefore, vitally interested in economic progress 
in Latin America, in the development of its agriculture and mining, cities 
and villages, highways and rivers, in political stability and the standard 
of living of its peoples. Likewise, it is interested in maintaining the 
economic unity of the Western Hemisphere in view of the fact that U. S. 
mineral resources will be partly depleted or close to exhaustion in the not 
very remote future. . 

On the other hand, the United States cannot and must not try to mold 
the development of Latin American nations in accordance with the interests 
and ideas of its businessmen. The pattern of development in that area will 
he determined by its peoples, their governments and their intellectuals. Latin 
America’s historical background is different from that of the United States 
and Canada and will remain different. It will overcome features of its 
colonial heritage which have become an obstacle to its economic and social 








progress, but will not renounce other aspects of its cultural tradition. The 
close association of the two Americas, so different as they are, will enrich 
both of them culturally. Latin America will profit from the North American 
genius for organization (superior technology being only one manifestation 
of this genius), while the United States will profit from the artistic spirit of 
its Southern neighbors. 

Taking stock of the economic, social and political trends in Latin America, 
the United States must realize their significance for its own future and tha 
of the Hemisphere. Economic progress, industrialization, political stability, 
improvement of the educational system, better health conditions, higher 
standards of living and—last but not least—adjustment of the people’s at. 
titudes, economic practices and political institutions to the requirements of 
modern times, are essential not only for the wellbeing of our sister republics 
but for the sound progress of the whole hemisphere, from the Arctic to th 
Antarctic and from the Atlantic to the Pacific. 

The support of these trends in Latin American nations must be con. 
sidered the goal and guide line of the United States policy in this area 
Friendship, mutual confidence and affection cannot be bought by loans and 
grants but will grow out of our understanding, sympathy and respect for 
the other party. These feelings, however, must be expressed in deeds. Once 
the United States has recognized its interest in the current evolution of Latin 
America, it must accept certain responsibilities for accelerating and facili. 
tating this development. This postulate is not limited to foreign economic 
aid and technical assistance, but also includes certain adjustments in ow 
foreign trade policy as far as it affects the interests of Latin American na 
tions. The United States cannot be expected to determine its trade policy 
by other considerations than its own interest, but its interest demands con. 
sideration for the needs of Latin America. In matters affecting U. S. trad 
with this region, no decision should be taken without proper consultation 
with the Latin America governments. 

Latin American Requests: It would be unfair to accuse U. S. policy in 
Latin America of disregarding the desires of the local peoples. All economic 
aid loans and emergency grants have been accorded in response to requests 
of the local governments; all technical assistance projects have been either 
initiated or actively supported by these governments. And yet, our Latin 
American neighbors complain that what the United States does in Latin 
America is not always in accord with its most insistent desires and requests 
For example, a local government may be concerned about the projects A,B 
and C, appraising their urgency in that order. For some reason the United 
States may decline to help the local government in projects A and B, but 
be willing to support project C. Its contribution will be politely acceptel 
by the government, but may provoke more resentment than gratitude in th 
people. The United States should therefore establish machinery which wil 
permit it to contribute most efficiently to the drive of Latin America 
nations toward economic improvement, paying attention not only to ther 
needs but also to their feelings. 

What are their needs? What do they expect from the United States! 
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The recent Buenos Aires Economic Conference failed to answer these ques- 
tions. More recently, Juscelino Kubitschek, President of Brazil, has as- 
sumed the role of spokesman for Latin America in formulating its aspira- 
tions. He offered four points of discussion at a Latin American summit 
conference: 

1. Intensified investments in backward areas. 

2. Doubled technical assistance. 

3. Stabilization of prices for basic Latin American products on the U. S. 
market. 

4. Liberalization of the lending policies of international finance organiza- 
tions. 

Later, he listed seven points for the immediate attention of Washington 
and Latin American countries: Need of private capital in underdeveloped 
areas; an increase in public loans, which would presumably include creation 
of an Inter-American Development Bank; strengthening of the internal 
economies in Latin American countries; the effect of Europe’s Common 
Market on the Americas; creation of an all-American common market; 
technical assistance. 

The new program differs from the original four points by greater precision 
and addition of the questions of a common market in Europe and the Western 
Hemisphere. Perhaps new points will be added in the course of preparation 
of the conference but, from the point of view of the United States, the 
problems raised can be conveniently classified under the headings of trade 
and aid policy. 

Prices and Tariffs: The principle that the United States is interested in 
the economic progress of Latin America implies that it should give due con- 
sideration to the vital interests of its neighbors in the South in fixing duties 
and quotas for coffee, sugar, tin, copper, lead, zinc and some other articles. 
The administration of Reciprocal Trade Agreements rests on the idea of 
compromise between the conflicting interests of various U. S. economic 
groups and, occasionally, of various geographic regions of the United 
States. Now, the voices of Latin American nations should be added to those 
to which the Administration is supposed to listen. Invited to defend their 
cause at open hearings, the representatives of Latin American nations would 
have an opportunity to become familiar with the procedures followed by 
this country in solving problems of foreign trade and would learn the 
reasons which may compel it to make decisions contrary to their desires. 

The same principle applies to the problem of stabilizing prices of certain 
Latin American products on the U. S. market. The problem can be solved 
either by worldwide commodity agreements or by regional—multilateral or 
bilateral—agreements. Both possibilities should be explored. Each agree- 
ment presents certain advantages to and requires some concessions from 
both parties. The attitude of the United States Government toward com- 
modity agreements has been negative, and it can be anticipated that it 
will try to limit the scope and duration of such arrangements. But it will 
make a grave mistake if it does not heed the point of view of Latin 
American nations. Its concessions must be based on the notion that the 
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agreements would cause comparatively small losses to the United State 
while at the same time protecting the other side against serious economi 
dislocations. 

Common Market: The Americas can hardly do much now about the Com 
mon Market in Europe, although Latin American nations—especially thos 
exporting coflee—are seriously concerned about its possible effect on their 
exports. They believe that a European Common Market which includes ; 
large part, or the whole, of Africa, will be practically closed to their coffee 
An All-American Common Market would at least leave them the America 
market. 

It is doubtful whether this problem permits a solution wholly agreeabk 
to all parties concerned. It must be kept in mind that Latin America a 
counts for 25-30 per cent of U. S. foreign trade, while Europe, its overseas 
dependencies and members of the British Commonwealth account for 60-46 
per cent. This relationship makes it impossible for the United States t 
participate in an all-American customs union. More realistic are pending 
projects concerning a Latin American Common Market, or a Commo: 
Market for Central America. The United States ought to support sud 
projects, short of direct participation, and try to accommodate Lat 
American coffee producers by a commodity agreement. 

Private Investments: President Kubitschek’s program stresses the need for 
intensified private investment in “backward areas.” His meaning is not ver 
clear. Neither Brazil and Mexico nor Colombia and Chile consider ther 
selves backward. Other Latin American nations recognize that their econom 
is underdeveloped but would protest against being described as backward 
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ARTURO FRONDIZ!I OF ARGENTINA, JUSCELINO KUBITSCHEK OF BRAZIL 


However, all Latin American nations are keenly aware that they have some 
backward spots. Does President Kubitschek invite private capital to those 
particular areas, or does he mean that investment is welcome in any economic 
sector and any area of Latin America? The vagueness of his proposal may 
be intentional: He raises the question without revealing his own attitude 
toward it. 

The United States Government faces a difficult problem. Since it is ex- 
yected to protect all U. S. citizens abroad, its embassies must, among other 
things, defend the legitimate rights of U. S. businessmen. But they must 
make it clear to everybody that they represent not the capital but the people 
of the United States. During our trip through Latin America we met U. S. 
representatives who were keenly aware of this principle, as well as others 
who were concerned primarily with U. S. investment abroad. 

The matter of private investment challenges not only the official repre- 
sentatives of the United States in Latin America but also economists who 
visit this area. Too often they overemphasize the role of capital in economic 
progress, the relationship between capital input and increment in national 
income, the magic power of private enterprise and the like. There may be 
some truth in their theories considered against the background of the United 
States, but in Latin America they sound like TV commercials and often 
provoke irritation and distrust in the listeners. 

Foreign Aid: Neither President Kubitschek nor the economic conference 
in Buenos Aires asked the United States for grants or a new Marshall Plan 
lor the Western Hemisphere. Rather, they asked for repayable loans and 
expressed a strong desire to obtain such loans through an inter-American 











financial institute. In public discussion of these requests, the idea of »} 


inter-American development bank gained particular attention as the maj 
issue of the forthcoming summit conference, and when the U. S. Unde. 
Secretary of State for Economic Affairs announced the willingness of this 
country to consider this plan, some Latin American diplomats welcomed this 
—fairly weak—promise as realization of an old dream of the sister-republics 

This plan is old indeed, almost 70 years old. It appeared in discussion; 
during the first International Conference of American States held in Was. 
ington in 1889-90. Subsequent inter-American conferences have returned, 
time and again, to this idea. No practical steps have been taken in this 
direction. After World War II, the Worid Bank and International Monetary 
Fund appeared on the scene. Since Latin American countries are representa 
in both institutions, their operations in Latin America are somewhat simily 
to those which would be carried out by an inter-American Bank. The Exim. 
bank development loans are of a similar character. The attitude of the U. § 
Government has therefore been that there is no need for a special inter. 
American development bank. The Latin American nations have not share 
this attitude, and a cleavage in opinions on this subject has appeared in gj 
inter-American conferences since 1950, This has been a very annoying poin 
of disagreement, since the United States could be portrayed as denyix 
financial aid to Latin American countries. 

The funds of an inter-American development bank cannot be provided }y 
pooling the financial resources of Latin America—with Brazil lending mone 
to Ecuador, Ecuador extending credit to Argentina and Argentina financiy 
development projects in Mexico. Substantially, the bulk of funds must com 
from the United States.* The question is whether and to what extent tk 
United States will foot the bill and how the new institution will adminis; 
the funds. 

If the United States decides to support economic development in Latip 
America, it will have to clarify its attitude to two problems: first, the com 
parative advantages of loans and grants; second, the merits and disadvantage 
of aid to the host country through bilateral agreements and through a specid 
inter-American agency. 

The distinction between loans and grants is more important to the r 
ceiving than to the giving country. A loan which will be repaid by ther 
ceiving government in local currency in 40 years must be financed 
the giving country in precisely the same way as a grant. Ultimately, it is 
underwritten by the taxpayers, and the latter are entitled to know ho 
their money is spent and what their country gets for it. More than in am 
other field of public finance, the best policy in this case is that of hones) 
and frankness: The people must know what each appropriation means. 

From the purely financial point of view, there is little difference for tk 
United States between loans and grants, direct and indirect aid, economi 
and technical assistance: The people of the United States are asked to gir 


* The United States currently contributes 70 per cent of the funds to the technical cooperation prog 
of the Organization of American States. Half of the remainder is underwritten by Brazil and Argentina # 
the rest is distributed among eighteen member nations. 
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up a small fraction—perhaps, one-tenth of one per cent—of their income 
to support economic progress, peace and prosperity in the Western Hemi- 
sphere, a part of which is the United States itself. Training teachers and 
building schools, agricultural extension services and irrigation projects; in- 
structing farmers and supplying them with agricultural implements; develop- 
ing health centers and establishing hospitals; training sanitation employes 
and providing cities with potable water, are parts of the same program, al- 
though the outlays may be segregated for administrative and budgetary 
reasons. 

If our analysis of the present phase of economic development of Latin 
America is correct, if the peculiarity and greatest weakness of the local 
economy lies in its uneven, lopsided development, then financial and tech- 
nical aid are most urgently needed in the same economic sectors and the 
same areas, and the success of a project depends on integration of all aspects 
of developmental efforts. More specifically, the more emphasis is put on 
regional development, the closer should be the coordination between financial 
and technical assistance. Coordination is essential not only for regional 
development projects of the TVA type but also for large-scale resettlement 
and rehabilitation plans, and most of all for broad regional programs such 
as those vaguely envisaged in Brazil, Chile and Mexico. 

In view of the special interest of the United States in Latin America, pro- 
grams for this area must be integrated independently of the global U. S. 
strategy. A regional center might be established, for example, for Mexico, 
Central America and the Caribbeans; another for Venezuela, Colombia. 
Ecuador, Peru, Bolivia and Paraguay; a third for Chile, Argentina and 
Uruguay; and a fourth for Brazil. Perhaps the number of regions should 
be increased and individual nations grouped in another way. The essential 
principle is coordination of all forms of foreign aid, on a broader scale than 
small independent republics. 

Economic Aid: Economic aid in the form of blank checks to the govern- 
ments of Latin American countries would not contribute much to the 
economic development of the continent and, in the long run, may prove 
harmful. Economic planning in this area has not reached the level on which 
each local government can ask an international agency to underwrite its 
developmental budget. It can request foreign loans only for clearly described 
projects which it cannot carry out with its own financial resources. The 
proper form of aid in this situation has been developed by the World Bank. 
The lending agency must carefully appraise each project. After an agree- 
ment with the host government about the financing of the project, it would 
open credit for defraying a part of expenses during a year or two, with the 
understanding that further credit would be accorded if the project proceeds 
in accordance with the established plan. Thus the lending agency assumes 
the right and obligation to check the progress of the program in the same 
way as a private bank controls the use of its loans by debtors. 

The United States could offer financial aid to developmental plans of Latin 
America in the same way as the World Bank, with two modifications: First, 
it could participate in certain long-range projects on the basis of a clearly 
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defined cooperation agreement with the host government; second, it could 


The last type of arrangement is most suitable for large-scale regional projects, 

While supplementing the operations of the World Bank and Eximbank, 
this form of economic aid would concentrate on projects which cannot be 
supported by these agencies and are not within the scope of the Internationa] 
Monetary Fund. The scope of operations of the new development bank 
cannot be estimated at the present phase of the discussion. It must be estab. 
lished on the basis of careful study of the financial needs and absorptive 
capacity of Latin America, taking into account the experience of the World 
Bank in this area. It would be pointless to start operations with a fund which 
could be exhausted by two or three large allocations. Likewise, it would be 
harmful to put at the disposal of the bank funds which would induce it to 
give loans for economically unsound or doubtful projects. The limit of its 
operations may be in the order of magnitude of $250-300 million a year, 
which would require a subscribed capital of $1-$1.5 billion. 

The essential point is to reconcile the desire of Latin American countries 
to get assistance through an inter-American lending agency and the luke. 
warm attitude of the United States toward such an agency. The new institu. 
tion may act as an intermediary between Latin American republics and the 
United States, or another lending government. Essential are the character 
and organization of the new inter-American center. 

It is obvious that a new bank which can become a football in local 
politics would bring more harm than good to Latin America. It can achieve 
its purpose only if it is absolutely independent and is insulated against 
political pressures. Such independence may be secured by a provision that its 
president must be appointed by the World Bank and selected from the ranks 
of experts with international reputations who are not citizens of any American 
country. 

An arrangement can be worked out under which the United States would 
not be directly involved in each loan negotiation and yet would get sufficient 
moral and political credit for its participation in the drive of Latin American 
countries for economic revival. Perhaps the United States would prefer, for 
psychological and political reasons, to carry out certain projects on the basis 
of direct cooperation with the host nation (as under the Point Four program), 
while at the same time supporting the inter-American agency. The question 
of the relationship between the two types of operations is not clear at the 
present phase of the discussion. But this much is certain: United States eco- 
nomi. aid to Latin America, whether direct or through an inter-American 
body, must be oriented toward large-scale projects of unquestionable and 
lasting value for the people of the respective countries and must have no 
other purpose. 

Technical assistance: The Subcommittee on Technical Assistance of the 
Senate Committee on Foreign Relations has found appropriate words in 
stressing the role of technical assistance in economic and social progress: 

“The determining factor is not economic development itself, but the whole 
complex of political and social institutions in which economic development 


underwrite in advance a fund for installment payments over several years, | 
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takes place and the social and political changes which occur as a consequence 
of economic development. 

“Technical assistance is in the national interest of the United States when 
and only when it not only promotes economic development but also en- 
courages the growth of free institutions within the framework of a free 
society. 

“Technical assistance in agriculture may result in sharp increases in crop- 
yields, but it will fail of its purpose (indeed, it may be positively harmful) 
unless it is accompanied by measures designed to bring about a fair distribu- 
tion of the increases between landlords and tenants. In many underdeveloped 
countries. this means land reform. Otherwise social stresses within the countrv 
may be increased, and Communist propaganda may find a greater receptivity 
as a result of technical assistance than it did before technical assistance was 
undertaken. 

“Similarly. technical assistance in education may result in sharp increases 
in literacy, but again it will be less than fully effective if the school system is 
not adapted to meeting the country’s needs. . . . Moreover, it serves the 
national interests of neither the United States nor the recipient country to 
increase the number of holders of law and liberal arts degrees in an economy 
which may be already surfeited with frustrated intellectuals and needs 
plumbers and mechanics.” 

The conclusion to be drawn from these observations should be that technical 
assistance must be a part of a broader program of economic aid. It should 
be coordinated with support of developmental projects and fit into the general 
plan of cultural, social and economic progress in the area. 

It should be recognized that the role of technical assistance in the progress 
of a country is not simply the transfer of better technology. The latter can be 
transferred to backward areas mechanically by building factories, power 
dations, railroads and airports or by importing modern machinery, but these 
forms of transfer should not be considered technical assistance. The essential 
feature of technical assistance is that it deals with the human factor of 
economic progress and strengthens it by improving health conditions and 
teaching people to use their hands and brains efficiently for everyday tasks. 
In this respect, there is a great similarity between our Point Four program 
and the Community Development movement in India. 


If our observation is correct that poverty in certain parts of Latin America 
is due primarily to human factors rather than scarcity of natural resources 
and lack of capital, technical assistance is the proper answer to the most 
urgent problems in this area. Its scope should be extended, and the suggestion 
of President Kubitschek that the United States double its appropriations for 
this form of foreign aid in Latin America seems rather conservative. As the 
preceding chapter has shown, the technical assistance program has been 
highly successful in certain Latin American countries but has not been applied 
ma large scale in other areas. The next step should be its geographic 
ettension, especially in the underdeveloped sections of such countries as 
Brazil, Mexico, Chile and perhaps Argentina. Certain parts of all these 
countries are on about the same level of education, health, agricultural 
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technique and standard of living as the backward areas in Colombia, Ecuador, 
Peru and Bolivia. For purely psychological reasons, however, the governments 
of the more progressive nations are reluctant to let U. S. technicians work jy 
provinces which they themselves have neglected. They accept the U. S. tech. 
nical assistance for developing civil aviation or arranging public services, 
but not for establishing elementary schools and rudimentary sanitation jy 
remote villages. 

This difficulty could be overcome within the framework of regional projects 
in which technical assistance and economic aid are integrated in the general 
plan. The United States could be called upon to cooperate with the local 
government in developing and executing such plans, supplying technicians, 
certain materials and equipment, while the local government would provide 
the labor force, the bulk of the technical and supervisory personnel. and 
locally available materials, also assuming the responsibility for high-level 
control over the whole project. Arrangements of this type may be particularly 
effective in the development of large river basins. isolated rural areas and 
continental transportation systems. There is no point, however, in using this 
method for projects which can be handled by local organizations with limited 
economic aid from the United States or the World Bank, such as the Cauca 
Valley development project or expansion of the nationalized petroleum 
industry in Argentina, Brazil and Mexico. 

Expansion of technical assistance activities along these lines would, of 
course, require additional appropriations—perhaps more than the suggested 
doubling of expenditures under present program. The controlling factor wil 
be the difficulty in recruiting the necessary personnel. As we have mentioned, 
the Point Four administration has been successful in selecting its personne 
for work in foreign countries. with foreign people, under strange and often 
difficult conditions. But recruiting such workers and replacing them has be. 
come increasingly difficult. To expand the program, the work of Point Four 
personnel must be made more attractive for those who fit exacting require 
ments. One of the most discussed solutions of the problem is to give its 
permanent status similar to that in the Foreign Service. with the same chance: 
of promotion and the same security.* 

Economies and Politics: Economics in Latin America are permeated with 
politics. Many people there consider politics as the most profitable busines, 
and wealth as the title to political power. These notions, brought to Latin 
America by its former colonial masters, proved stronger than the armies 
routed by Bolivar and San Martin. The central issue in the contest between 
the democratic and dictatorial forms of government is the liberation of the 
continent from these ideas. Democratic governments may be strong or weak 
competent or ignorant, honest or venal; dictators may be benevolent ruler 
or tyrants; but economic and social progress in this part of the world depends 
on elimination of dictatorial regimes and their replacement by democratical 
elected responsible governments. 

¢ The National Planning Association has made a number of constructive recommendations for developmes 


of technical cooperation in Latin America. The author is in agreement with most of its suggestions but wool 


supplement them in three directions: integration of technical assistance and economic aid; emphasis on lay 


scale projects and regional planning; substantial expansion of the program. 
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United States economic policy in Latin America must take the political 
climate in that area into account. Should it support local dictators in recom- 

se for their firm stand against Communism and their benevolence toward 
big business? Should it launch a crusade for democracy? Or should it observe 
strict neutrality between the clashing forces? 

The first two lines of policy must be rejected because they would impl) 
active intereference of the United States in the internal affairs of Latin Ameri- 
can countries. On the other hand, the United States cannot be completely 
neutral concerning an issue which directly affects the vital interests of the 
whole Western Hemisphere. There must be no ambiguity in the ideological 
attitude of the United States on the issue of democracy vs. dictatorship. Its 
solidarity with the forces of democracy and progress in Latin America must 
be clearly expressed, and not only in words but in deeds and, first of all, in the 
orientation of its economic policy. 

The United States can neither exclude Latin American countries with 
dictatorial governments from commodity agreements nor award preferential 
tariffs to countries with democratic regimes. It should not withdraw its tech- 
nical assistance from a country because of the change in its political regime, 
but it can give more generous economic aid to democratic countries as a 
means of strengthening them not only economically but also politically. It can 
put particular emphasis on projects which strengthen inter-American ties. 
and contribute to the triumph of progressive, dynamic forces over those of 
reaction and stagnation. It must not use economic aid for molding the 
economy of other countries according to its own interests but it can use it 
as a means for helping the democratic nations of Latin America on the road 
to freedom and independence they have chosen for themselves. 











APPENDIX 


Basic Facts About Latin American Countries | 


The following facts have been gathered by the staff of THE New 
LEADER to supplement the stati tics accompanying Dr. Woytinsky’s 
text. For country-by-country figures on per capita and total national 
income, see page 7; distribution of the labor force, page 9; illiteracy, 
page 22; foreign trade, page 26; United States share in trade, page 29; 
U. S. investments, page 32; U. S. technical assistance and economic 
aid, by country and activity, pages 37 and 38. 


Argentina: Area: 1.1 million sq. mi. Population: 19.8 million. Principal 
cities: Buenos Aires (capital, 3.5 million), Rosario (467,000), Cordoba 
(450,000). Money: peso, U. S. 5.5c. Chief crops: Wheat, corn, barley, 
rye, linseed, oats, sugar, wine, cotton, animal products. Chief industries; 
meat-packing, flour milling, shipping. Mineral resources: petroleum, silver, 
copper, gold. President: Arturo Frondizi, Intransigent Radical, elected 
1958. Recent History: Dictatorship under Juan Peron, established 1943, 
was overthrown in 1955. Provisional Government under General Pedro 
Aramburu, after arranging freely-elected Constituent, Assembly to revise 
Constitution, withdrew in favor of elected President and Congress. 

Bolivia: Area: 419,000 sq. mi. Population: 3.2 million. Principal cities 
La Paz (capital, 321,000), Cochabamba (80,000). Money: boliviano. 
Chief crops: potatoes, cacao, coffey, barley, highland rice, rubber and 
chinchona bark. Chief industry: mining. Mineral resources: tin (15% 
of world output), silver, copper, lead, zinc, antinomy, wolfram, gold, petro- 
leum. President: Hernan Siles Zuazo, Nationalist Revolutionary Movement 
(MNR), elected 1956. Recent history: Mass revolution in 1952 overthrew 
military junta and established MNR government under Victor Paz Estens- 
soro, which nationalized mines and promoted agrarian reform, economic 
evdirsification, welfare of rural Indians. 

Brazil: Area: 3.2 million sq. mi. Population: 61 million. Principal cities: 
Sao Paulo (3.1 million), Rio de Janeiro (capital, 2.9 million), Salvador 
(523,000), Porto Alegre (504,000). Money: cruzeiro, U.S. 5.4c. Chief 
crops: coffee (supplies 60% of U.S. consumpiton), sugar (world’s second 
leading producer), hogs (second leading), cattle, cotton, rice, cocoa, fruit. 
Chief industries: steel, aluminum, cement, manufacturing, aviation. Mineral 
resources: manganese, oil, monazite, gold, mica, oil. President: Juscelino 
Kubitschek, Social Democrat (conservative), elected 1955. Recent history: 
A succession crisis followed the suicide of Getulio Vargas (dictator, 1930 
45 and 1951-54), in which there were three Acting Presidents in 14 months 
Since the election of Kubitschek, normal democratic processes have beet 
restored. Portuguese-speaking. 
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Chile: Area: 286,000 sq. mi. Population: 7 million. Principal cities: San- 
tiago (capital, 1.5 million), Valparaiso (222,000). Money: peso, U.S. 
0.1c. Chief crops: dairy, wheat, rice, barley, oats, fruits, wine. Chief in- 
dustries: mining, steel. Mineral resources: nitrates, copper, iron, coal, gold, 
silver, cobalt, zinc, manganese. President: Jorge Alessandri, Liberal-Con 
servative, elected 1958. Recent history: Six-year Presidency of General 
Carlos Ibanez saw efforts to curb rampant inflation. In 1958 Presidential 
election, Popular Front candidate placed strong second. 

Colom'sia Area: 440,000 sq. mi. Population: 13 million. Principal cities: 
Bogota (capital, 1.1 million), Medellin (545,000). Money: peso, U.S. 40c. 
Chief crops: coffee (second largest exporter), rice, tobacco, cotton, cocoa, 
sugar, lumber, rubber. Chief industry: mining. Mineral resources: emeralds, 
gold, silver, copper, lead, petroleum. President: Alberto Lleras Camargo, 
Liberal, elected 1958. Recent history: Conservative-Liberal civil strife 
(1948-53) led to dictatorship of General Rojas Pinilla, overthrown in 
1957. Conservatives and Liberals have agreed to 12-year joint admini- 
stration. 

Costa Rica: Area: 23,000 sq. mi. Population: 1 million. Principal city: 
San José (capital, 123,000). Money: colon, U.S. 15c. Chief crops: coffee, 
bananas, cocoa, abaca, corn, sugar. Chief industries: lumber, mining. Min- 
eral resources: gold, silver, quartz. President: Dr. Mario Echandi, conser- 
vative, elected 1958. Recent history: After overthrow of corrupt dic- 
tatorship in 1948, moderate socialist governments under Otilio Ulate and 
José Figueres promoted education, housing, health. 

Cuba: Area: 44,000 sq. mi. Population: 6 million. Principal cities: 
Havana (capital, 1.2 million), Holguin (227,000). Money: peso, U.S. $1. 
Chief crops: sugar cane (world’s leading producer), tobacco, molasses, 
coffee, pineapples, bananas, woods. Chief industries: cigar manufacturing, 
textiles. Mineral resources: iron, copper, manganese, nickel. Dictator: 
Fulgencio Batista, seized power 1952. Recent history: Rebel movement 
under Fidel Castro active in eastern part of island since 1956. 

Dominican Republic: Area: 19,000 sq. mi. Population: 2.6 million. Prin- 
cipal city: Ciudad Trujillo (capital, 250,000—called Santo Domingo 
1496-1936). Money: peso, U.S. $1. Chief crops: sugar, cacao, molasses, 
coffee, rice, corn, tobacco. Chief industries: rum, alcohol, chocolate. M‘n- 
eral resources: silver, platinum, copper, iron, salt, petroleum. Dictator: 
Rafael L. Trujillo. Recent history: Trujillo, personally and through relatives, 
has ruled since 1930 with the aid of considerable terror against opponents 
at home and abroad. 

Ecuador: Area: 116,000 sq. mi. Population: 3.7 million. Principal cities: 
Guayaquil (350,000), Quito (capital, 250,000). Money: sucre, U.S. 6.6c. 
Chief crops: Rice, bananas, cocoa, balsa wood, cereals, potatoes, fruits, 
coffee. Chief industries: cement, edible oils, textiles, hats, sugar, chemical 
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products. Mineral resources: silver, petroleum, copper, iron, lead. President; 
Camilio Ponce Enriquez, Conservative, elected 1956. Recent history: 
First Conservative administration in 60 years, narrowly elected in four. 
cornered race, has improved highways, railroads, industry with U.S. aid, 

El Salvador: Area: 8,000 sq. mi. Population: 2.2 million. Principal cities: 
San Salvador (capital, 194,000), Santa Ana (110,000). Money: colon, 
U.S. 40c. Chief crops: coffee, henequen, sugar, cotton, balsam. Minerg) 
resources: gold, silver. President: Lt. Col. José Maria Lemus, elected 
unopposed 1956. Recent history: After three democratic postwar years, 
military junta took over in 1948, has dominated ever since. 

Guatemala: Area: 42,000 sq. mi. Population: 3.4 million. Principal 
cities: Guatemala City (capital, 294,000), Quezaltenango (27,000). 
Money: quetzal, U.S. $1. Chief crops: Coffee, bananas, sugar, rice, cotton, 
chicle. Mineral resources: silver, gold, copper, iron, lead, zinc. President: 
General Manuel Ydigoras, elected 1958. Recent history: Democratic 
revolution led by Juan José Arevalo in 1944 came under pro-Communist 
influence under his successor, Jacobo Arbenz Guzman. He was deposed 
by a coup with U.S. Embassy encouragement under Colonel Carlos Cas. 
tillo Armas, who ruled from 1944 until his assassination in 1957. After 
a fraudulent election in 1957 resulted in street demonstrations, new elec- 
tions saw conservative Ydigoras, with leftist backing, defeat Government 
candidate. 

Haiti: Area: 10,000 sq. mi. Population: 3.3 million. Principal cities: 
Port au Prince (capital, 195,000), Aux Cayes (195,000). Money: gourde, 
U.S. 20c. Chief crops: coffee, sisal, cotton, sugar, bananas, cocoa, tobacco, 
Mineral resources: copper, gold, silver, iron. President: Dr. Francois 
Duvalier, elected 1957. Recent history: Overthrow of corrupt strong-man 
Paul Magloire in 1956 led to long bloody interregnum from which Duvalier, 
with Army support, finally emerged triumphant and repressed his main 
foes. French-speaking. 

Honduras: Area: 43,000 sq. mi. Population: 1.7 million. Principal cities: 
Tegucigalpa (capital, 100,000). Money: lempira, U.S. 50c. Chief crops: 
bananas, coconuts, hardwoods, coffee, tobacco. Mineral resources: gold, 
silver, copper, lead, zinc. President: Dr. Ramon Villeda Morales, Liberal, 
elected 1957. Recent history: Julio Lozano Diaz ruled without Parliament 
from 1954 to 1956, when he was overthrown by military junta, which 
summoned new Constituent Assembly in 1957. 

Mexico: Area: 760,000 sq. mi. Population: 31 million. Principal cities 
Mexico City (capital, 3.8 million), Guadalajara (380,000), Monterrey 
(340,000). Money: peso, U.S. 8c. Chief crops: coffee, sisal (half th 
world’s supply), corn, rice, sugar, wheat, tobacco, cotton, animal products 
Chief industries: iron and steel, textiles, flour, beverages, soap, cigarettes 
and cigars, paper and rubber products, handicrafts. Mineral resources 
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silver (31% of world production), petroleum, gold, copper, lead, zinc, 
graphite, molybdenum. President: Adolfo Lopez Mateos, Party of Revolu- 
tionary Institutions, elected 1958. Recent history: Since the social revolu- 
tion of 1910-17, democracy has operated within the governing party, which 
has elected one-term, six-year Presidents in orderly succession and has 
made steady progress in modernizing the economy. The PRI left wing is 
led by former President Lazaro Cardenas, who nationalized oilwells in 
|937; the right wing by former President Miguel Aleman (1946-52). 

Nicaragua: Area: 57,000 sq. mi. Population: 1.2 million. Principal 
cities: Managua (capital, 141.941). Money: cordoba, U.S. 7¢. Chief crops: 
bananas, coffee, sugar cane, cotton, fruit, animal products. Mineral re- 
yurces: gold, lumber. Dictator: Luis Somoza, since assas:ination of his 
father, dictator Anastasio Somoza, in 1956. Recent history: Better relations 
with neighboring countries and somewhat more civil freedom under son 
than father. 

Panama: Area: 28,000 sq. mi. Population: 947,000. Principal cities: 
Panama City (capital, 127,000), Colon (52,000). Money: balboa, U.S. 
$1. Chief crops: mahogany, bananas, coffee, rice, pineapples, sugar. Chief 
industry: shipping (fourth in world). President: Ernesto de la Guardia Jr., 
elected 1956. Recent history: Split in ruling party, 1957. 

Paraguay: Area: 157,000 sq. mi. Population: 1.6 million. Principal 
cities’ Asuncion (capital, 210.000), Encarnacion (33,000). Money: 
guarani, U.S. 0.8c. Chief crops: corn, mandioca, cotton, beans, peanuts, 
tobacco, fruits, livestock. Mineral resources: timber, iron, manganese, cop- 
per. Dictator: General Alfredo Stroessner, since 1954. Recent history: 
4 five-month civil war in 1947 led to the rule of the Colorados, supported 
by Argentina’s Peron. Coups within the ruling party in 1948, 1949 and 
1954. 

Peru: Area: 514,000 sq. mi. Population: 9.7 million. Principal cities: 
Lima (capital, 1 million), Arequipa (120,000). Money: sol, U.S. 5.3c. 
Chief crops: cotton, sugar, wheat, corn, rice, animal products. Mineral 
resources: vanadium, copper, petroleum. President: Dr. Manuel Prado, 
dected 1956. Recent history: Civil strife between APRA (People’s party, 
led by Victor Raul Haya de la Torre, with influence in other countries) 
and conservatives led to authoritarian rule after the war. But General 
Manuel A. Odria, strong man 1948-56, yielded to free election which 
chose conservative Prado, whose first act was to legalize APRA and re- 
store freedom. 

Uruguay: Area: 72,000 sq. mi. Population: 2.6 million. Principal cities: 
Montevideo (capital, 900,000). Money: peso, U.S. 25c. Chief crops: meat, 
wool, hides, corn, wheat, fruits, rice, tobacco. Chief industries: meat- 
packing, textile, wine-making. President: Council system on Swiss model 
since 1951. Recent history: Under the postwar leadership of Luis Battle 





Berres of the liberal Colorado party, Uruguay has continued to set the pace 
as the most stable and socially-advanced democracy of the Hemisphere 

Venezuela: Area: 352,150 sq. mi. Population: 6 million. Principal cities 
Caracas (capital, 1.1 million), Maracaibo (390,000). Money: boliva; 
U.S. 29.9c. Chief crops: cotfee, sugar, cacao, livestock. Chief Industrie; 
mining. Mineral resources: petroleum, iron, gold, copper, coal, salt, tip, 
manganese. President (provisional): Admiral Wolfgang Larrazabal, |e 
junta formed in 1958. Recent history: Military coup in 1948 ousted Demo. 
cratic Action administration under Romulo Gallegos, established dictator. 
ship of General Marcos Perez Jiménez, which worked closely with foreign 
petroleum interests. Popular revolution in 1958 established provisional 
junta, restored civil liberties. Presidential election scheduled for Decembe; 
7, 1958. 
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